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The French Economy 


ITHIN the past few days the French Government has 
taken two sets of decisions that will give the direction 
to the country’s policy that has hitherto been lacking. First, on 
December 26th the Assembly ratified the Bretton Woods Agree- 
ment, and, on the same day, the Government announced its 
long-delayed decision to readjust the exchange value of the franc. 
The second decision was the acceptance of M. Jean Monnet’s 
far-reaching scheme to raise the productivity of French industry 
and agriculture by a planned effort of modernisation. 

The wider meaning of the decisions to ratify Bretton Woods 
aad to devalue the franc in terms of the pound and the dollar 
is that the country has chosen between a regime of impoverished 
self-sufficiency and the re-integration of its economy into the 
international system of trade and finance. Hitherto, strong forces 
have been pulling in each direction, cutting across political 
parties. The reasons. prompting a policy of self-sufficiency were 
Mainly political. The Communists felt, perhaps, that their posi- 
ton might be weakened if France were to link its economy to 
those of the capitalist countries in the West. Some members of 
the Socialist Party took the view that re-entry into a system of 


multilateral trade and freely convertible currencies might pre- 
dice any serious attempt at detailed planning. Again, certain 
soups among the Popular Republicans advocated the same 
Policy for reasons of prestige, regardless of the material conse- 
quences. In the event, however, other counsels seem to have 
Mevailed ; the decision, moreover, may have an important 


influence upon French foreign policy. Hitherto, the Communists 
have been leaning mainly on Russia, the Socialists upon Britain, 
while General de Gaulle and the Popular Republicans followed 
a policy of prestige, based on correct but cold relations with 
other countries. In other words, the country has had no clearly- 
defined foreign policy. The renewal of strong economic links 
with the Western world must inevitably have the effect of 
strengthening also the political links. 

In the technical sense the decisions will inevitably stimulate 
commercial intercourse between France and the Western World. 
The new rate of exchange—frs. 480 to the pound and frs. 
119.10669 to the dollar—should enable France to resume its 
export trade; this has so far been languishing, not merely 
because the country has had little to sell but because a rate of 
frs. 200 to the pound made the price of French goods and 
services prohibitive. It is a well-known fact, for example, that 
trade betweem France and Britain has hitherto been almost a 
one-way traffic. The actual rates fixed (these are discussed 
in a Business Note on page 944) are somewhere between present 
Anglo-French wages parities and average (including black 
market) prices. Even now, the prices of many French products 
will still be high ; but, provided the upward- movement in 
wages can be slowed down, internal prices should tend to fall 
next year with an increase in the volume of production and in 
productivity. 

The second decision taken by the French Government, that 
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is the acceptance of the Monnet plan for a productivity cam- 
paign, is of equally far-reaching importance. It means that the 
country is at last to have an economic policy, at least on paper. 
The ratification of Bretton Woods and the devaluation of the 
franc can only be given meaning, and the country can only be 
rescued from the widespread feeling of pessimism and frustra- 
tion, by a vigorous policy of economic and social reform. It 
would be ungenerous not to acknowledge the very real measure 
of economic recovery already achieved by France in the face 
of great difficulties and not to pay tribute to the strenuous 
efforts made to pull together an economy that was completely 
prostrate a year ago. (France alone among European countries— 
and in striking contrast to Britain—has succeeded in raising its 
coal production almost to the pre-war level.) But even the most 
generous observer on this side of the Channel can hardly fail 
to see that all is not well with the French economy. It is not 
that the level of industrial and agricultural output is still about 
two-fifths smaller than in 1938, but that the country has 
hitherto been without a clearly defined economic policy. ‘There 
has long been a popular demand for economic reform and the 
decision to accept M. Monnet’s plan means that the political 
leaders have at last decided to act together in giving expression 
to this wish. The Communists, who have learned the meaning 
of productivity from Russia, are now amongst the most fanatical 
advocates of a policy of industrial modernisation. 

The principles of the Monnet scheme are simple—they would 
apply with equal force to Britain and to many other countries, 
and they show several signs of borrowing from British practice. 
First, a technical survey is to be made of each industry, includ- 
ing agriculture, to ascertain their conditions and the capital 
investments and changes of practice required to bring them into 
line with present technical knowledge. The investigation is to 
be made by tripartite working parties, with a strong independent 
element. These surveys are to be completed within six months. 
Next, the plans for individual industries are to be co-ordinated, 
with the object of formulating a comprehensive policy of invest- 
ment with a system of priorities, to be financed partly by a long- 
term loan to be negotiated in the United States and partly from 
domestic resources (and reparations). Finally, while M. Monnet’s 
scheme would mean the end of a policy of drift and the adoption 
of a definite economic policy for whose execution the Govern- 
ment would have to accept a large measure of responsibility, 
it would aim at a regime in which both public and private 
enterprise could give of their best. M. Monnet’s Planning 
Council is not to be attached to one of the existing Ministries ; 
he will be responsible direct to the President of the Government, 
and thus escape the dilemma of getting involved in inter- 
departmental friction. 

* 


The formulation of the principles of a rational economic 
policy designed to raise the national income is one thing ; to 
get them accepted by the three major political parties is already 
a long step forward ; but to direct their successful application 
will be a gigantic task, especially in France. ~ 

Those who have been in close contact with French opinion 
since the liberation will find it difficult to be sure that the 
country is psychologically prepared for a far-reaching pro- 
gramme of economic rationalisation. French opinion has been 
diverted from economic matters for several exciting years and 
there is a very apparent difficulty in re-establishing a contact of 
reality between political doctrines and economic facts. At all 
levels of opinion, there is a widespread lack of understanding 
of economic problems. The Vichy regime extolled the virtues 
of the small man in business and agriculture and, in line with 
German policy, deprecated industrialisation. At present, all 
three political parties, and not least the Communists, vie with 
each other to get the votes of the small man in industry and 
agriculture. Large-scale industries are contemptuously dubbed 
“trusts,” irrespective of their efficiency. Yet it is obvious that 
a policy of modernisation must often mean mechanisation and 
the concentration of production. Again, there is a tendency to 
apply political remedies to technical problems, to decry private 
enterprise without providing the conditions of successful public 
operation, and to imagine that nationalised industries can be 
run by miniature parliaments. There are now in Paris some 
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half-dozen economic wecklies ; but perusal of them does not 
reveal any systematic effort to awaken the country to its needs 
or to tell the public the truth about the country’s condition, 
M. Monnet, no doubt, is alive to this problem, and to the need 
for a campaign of explanation of what his plan entails. 

Nor does France at present possess the administrative 
machinery and the statistical tools to tackle with ease a complex 
job of policy-making and administration. Britain has learned 
during the war that successful economic planning is impossible 
without adequate knowledge of the facts about the size and 
disposal of the nation’s resources. Although France is weighed 
down with economic controls, even the most elementary facts 
and statistics are not available, and many of the controls are 
contradictory or ineffective. The Budget is prepared without 
knowledge about the national income and, consequently, it js 
quite impossible to know what is left over for reconstruction 
and new investment, at a given level of consumption. For 
example, the Budget for 1946 envisages an expenditure of about 
frs. 466,000 million, including as much as frs. 125,000 million 
for defence and frs. 82,000 million for the repair and recon- 
struction of roads, bridges, ports and other public works. The 
deficit is expected to reach frs. 186,000 million. Will there be 
any national savings left over for financing a housing programme, 
for the replacement of damaged industrial equipment, and for 
new investment? Or is everything to be left to chance and the 
rule of thumb? If the cloth does not measure up to the size of 
the proposed coat, how is inflation and a rise of interest rates 
to be avoided? How, in these conditions, will the country be 
able to pursue a planned investment policy, when the prime 
condition of success is the formulation of a system of priorities 
and the ear-marking of a definite proportion of the national 
income for this purpose ? 

* 


Again, the lack of political stability complicates the task of 
pushing through efficiently a policy of modernisation. At present 
the policy of individual parties is guided by reference to the 
elections which are due (unless the Assembly prolongs its life) 
in May, 1946. Although the Communists seem to be still in the 
ascendancy and the Socialist Party may be squeezed further 
between the Communists and the Popular Republicans, it would 
be rash to attempt any predictions. There is, consequently, a 
widespread insecurity of tenure among political leaders, the 
higher civil servants, and industrialists. Finally, there are 
signs that public confidence in the governmental machine is no 
higher than before the war, and that it will not be easy to enlist 
its co-operation in a policy of sweeping economic changes. 

To list these difficulties in dogmatic fashion is not to say that 
they cannot be overcome. They can be, on condition that they 
are recognised and faced in a spirit of national unity, and with a 
sense of communal responsibility. While the decision to ratify 
the Bretton Woods Agreement means that France will not go 
in for a policy of self-sufficiency, a policy of modernisation, such 
as that now adopted in principle, can alone enable the country 
to hold its own in international competition. Hitherto the 
Government and the public have inevitably been pre-occupied 
with day-to-day problems; now material conditions have 
improved sufficiently for the taking of a longer view. 

Britain, of course, has a vital interest in a progressive France 
taking its place among the comity of nations. Although the newly 
accepted principles of international trade place restrictions on 
bilateral agreements between France and Britain, they will not 
preclude the close contact that can be established between 
neighbours. They do not forbid, for example, the comparing 
of notes about the French and British investment plans, as a 
means of avoiding duplication of plant and ensuring a measure 
of technical integration, such as already exists, for example, 
between the United States and Canada. Nor, surely, do Britain’s 
engagements forbid a discussion of the problems that might arise 
in the event of a serious depression in the United States. 

There is thus self-interest as well as general sympathy for a 
close neighbour behind British goodwill. And, for those who 
know something of the inner history of the war, there will be a 
special welcome for M. Monnet, whose services to the cause of 
Allied economic co-operation have been quite unsurpassed. This 
particular prophet will not enjoy honour only in his own country. 
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Manpower Control 


HE relaxations of the labour controls that were announced 
T by Mr Isaacs just before Parliament rose are obviously 
not intended to be more than one step in a process that will 
continue for some time. But they may prove, in retrospect, to 
have been the decisive step, for their general effect is to confine 
the more onerous forms of personal control to those categories 
of persons who are also still subject to conscription for military 
service—that is, to men under the age of 31. There are loose 
ends to tie up, and with industrial conscription, as with military 
conscription, some of those who are already in will have to wait 
before they can come out, even though they would no longer 
be liable to be called up if they were already out. But the water- 
shed has clearly been passed. Industrial conscription is hence- 
forward, in principle, no more than an adjunct to military 
conscription. As a policy serving its own ends it is dead. 

The labour controls have always been a little confusing owing 
to the desire, born of political susceptibilities, to avoid calling 
a spade a spade. The severer controls—Direction of Labour, 
which is direct and personal conscription, and Control of 
Engagement, which seeks to compel the worker to go where he 
is wanted by preventing him from going anywhere else—are 
henceforth to apply only to men of 18 to 30 years of age and to 
certain special categories of others. The Essential Work Orders, 
which prevent workers from leaving employment that is deemed 
to be of national importance and have hitherto applied to 
84 million men and women in 150 different industries, out of 
16 million in civil employment at the end of the war, are to be 
removed by a gradual process, industry by industry. 

These relaxations, when they are fully applied, will amount to 
a substantial measure of industrial demobilisation. The Govern- 
ment has been under heavy pressure from the TUC to dismantle 
the labour controls as quickly as possible and they are responding 
with a generous alacrity. It is right that the controls should go, 
and one cannot help wishing that there were some equally 
powerful body to pry the men and women loose from the armed 
forces. But it is difficult also not to help wondering what the 
effect of dismantling the controls will be. The labour market is 
very distorted and badly in need of a plan. The most powerful 
weapon of planning is now being put back in the scabbard, while 
there is less sign than ever of a conscious wages policy, directed 
to the end of a manpower plan, emerging from the welter of 
claims and counter-claims. 

It would be very foolish to underrate the political difficulties 
of having a conscious manpower policy. But it would be still 
more foolish to lose from sight the fact that, without such a 
policy, any other economic plans may very well be brought to 
naught. The truth cannot sufficiently be emphasised that 
Britain’s economic problems in the next few years are those of 


the quart and the pint pot. This truth is perhaps the harder 
to grasp because it is the opposite of what became so painfully 
familiar in the twenties and thirties. Then, the British economy 
had difficulty in expanding up to the measure of its resources. 
Whatever else may have been scarce, there was no shortage of 
workers. It is not surprising, after so depressing an experience, 
that minds should find it hard to adjust themselves to the pros- 
pect of a labour shortage. Yet, if the economic policies to which 
the country is now committed are carried out, a shortage of 
manpower is quite inevitable. 

The parable of the quart and the pint pot has been worked 
out before in The Economist in money terms. But perhaps a 
monetary demonstration fails to be fully convincing ; it is hard 
to kill the belief that money can, in the last resort, be created 
and that any deficit in a monetary equation can be cured, like the 
fabulous Budget deficits of wartime, by some form of financial 
sleight of hand. So it will be as well to set the problem out in 
terms of manpower. 

The starting-point is the national labour force as it existed in 
1938. The following figures are taken from an article by Dr T. 
Barna in the October issue of the London and Cambridge 
Economic Service ; unlike the usual official statistics, they are 
inclusive of all ages and all occupations, the below 16s and the 
over 65s, farm workers and domestic servants : — 

THe Lasour Force, 1938 
(in thousands) 
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The problem (which is discussed by Dr Barna in much more 
detail than is necessary here) is to construct a similar table for 
some future year. It is not the transition period of the next year 
or two that is now in question, but the years when the transition 
is completed and the national economy should have settled 
down to its post-war tasks. The size of the total labour force is 
governed partly by the number of people likely to be alive, 
which is a simple problem in vital statistics, and partly by the 
numbers of them who are willing and able to work. Sometime 
in the very near future, the school leaving age is to be raised to 
16 and the solicitude of all parties for the old age pensioner will 
at least not diminish the incentives to retirement. Losses can, 
therefore, be expected at both ends of the age-scale. But on the 
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other hand unemployment will be very much smaller than it 
was before the war. In the round figures, that are all that is 
necessary for the present purpose, it is safe to say that the total 
number of people actually at work in 19§0 may be about three- 
quarters of a million, but may equally well be only half a million, 
larger than in 1938. 

This half to three-quarters of a million is the margin with 
which manpower policy has to work. It is the credit in the man- 
power bank against which the various planners can draw. Let us 
see how many cheques have been drawn in advance. 

The lowest figure that has been mentioned for the permanent 
defence forces is 750,000. Mr Churchill’s figure was just double, 
and the Government seems to be having difficulty in getting 
below two million. But let us take 750,000, which uses up 
390,000 of the manpower credit. Perhaps it is not necessary to 
allow any more for munitions. The standard of equipment will 

. be much higher ; but 1938 was supposed to be a rearmament 
year. Other Government Employment, on the other hand, will 
have to go up very sharply to man the expanded educational 
and health services as well as to keep pace with the steady growth 
in the general machine of government, central and local. The 
increase can hardly be put at less than 200,000 and may be more. 
Sticking to round figures, let us put the Government’s require- 
ments, civil, military and industrial, at three-quarters of a million 
more than in 1938, an increase of only 20 per cent. 

Export employed 1,875,000 persons in 1938. If there were the 
required increase of 75 per cent in the volume of exports and if 
no increase in output per head could be expected, the additional 
manpower requirement would be 1,400,000. But it is most un- 
likely that the full 7§ per cent will be attained and there will be 
some increase in PMH. But the required increase can hardly be 
put at less than three-quarters of a million, which would imply an 
increase of only §0 per cent and a PMH 20 per cent larger. 


Capital Formation covers the building of new houses and the 
repair of old, and also all the vast programme of industrial 
reconstruction. It also covers all the deferred maintenance and 
repair work of the war years. An increase of a third in the 
volume of work, or of a quarter in the labour force employed, is 
surely the very least that can be budgeted for. This will require 
a further three-quarters of a million. 

All these estimates of manpower required, it will be noticed, 
are on the conservative side and make generous allowance 
(perhaps unrealistically generous) for any likely increase in 
productivity. They represent minima if the various plans are to 
go forward. The figures cannot be reduced unless something in 
the list—defence, health, education, governmental expansion, 
export, housing, industrial re-equipment—is abandoned. And 
what in that list can be abandoned? Yet the requirements add up 
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to 2} million additional workers and there will only be 4 to 3 
million available. Workers cannot be created or printed or bor- 
rowed on Ways and Means. The deficit of 1j to 13 million wil] 
have to come out of consumpuon. This will be a reduction of 12 
to 1§ per cent in the consumption total. With a satisfactory in- 
crease in PMH in these industries the volume of consumption 
goods and services might be just about maintained. But that wil] 
involve disappointing the expectations of higher standards of 
living that are now entertained by so many millions whose earn- 
ings and liquid reserves have so greatly expanded during the war, 
It will mean that if the unemployed of the pre-war years live 
better than they did, somebody must live worse—and there are 
no longer enough rich to go round. It implies that, by one means 
or another, workers will have to be prevented from returning to 
the consumption goods industries in the pre-war numbers. The 
community will have to be content to have only a little over 50 
per cent of its employed manpower serving the consumption 
needs of the population instead of 63 per cent. And that in its 
turn means that about one-tenth more of the public’s aggregate 
income has got to be abstracted from the pockets of individuals 
either in taxes or in savings. 

Is this the Government’s manpower plan? Is this the man- 
power budget that Mr Isaacs was describing to the Fabians a 
few weeks ago? It is severe and spartan, but perfectly 
possible. But since it requires quite a significant restraint of 
popular consumption, it is a plan that would require to be 
expounded and accepted. Mere unexplained austerity would 
build up a formidable resistance to itself. Consumption would 
refuse to be compressed and manpower would be hard to get 
for the export and investment industries. If Ministers are set 
on this course, they cannot begin too soon to explain it to the 
people, and to their own followers not least. Or if they do not 
believe in restraining consumption, they should explain which 
of their other plans they propose to abandon. Until they do 
one thing or the other, they cannot pretend that they have an 
economic policy. 

And when they have decided what their manpower plan is, 
they will have to consider how the manpower is to be got into 
the right places in the right numbers. There are three ways of 
fitting the supply of labour to the demand. One is by the 
pressure of unemployment. The second is by direct control of 
individuals. The third is by offering money incentives in the 
shape of higher wages in the industries that are to be favoured 
than in those that are to be held back. Perhaps no one of the 
three would be fully effective by itself. But any one of the three 
would be better than none—which is what the publicly 
announced policy of the Government amounts to. No one wants 
to see the labour controls retained. But the moment of their 
removal is the time to ask what is to take their place. 


Colonial Development 


HERE is a world of difference between the tone of Lord 
Moyne’s circular to colonial Governors in June, 1941, 
which encouraged them to initiate schemes of development and 
welfare that would be eligible for assistance under the 1940 
Act, and the tone of Mr. George Hall’s circular (Cmd. 6713) of 
last month. Inevitably, colonial governments in 1941 were 
primarily concerned with economising in manpower, shipping 
and resources. They were advised to draw up schemes that could 
be implemented after the war, but that period seemed so remote 
in 1941 that plans for development must have seemed more of 
an intellectual exercise than the foundation of a practicable 
policy. Planning at that time was also hampered by the restric- 
tions of the Act itself, both in the total sum of money available 
and in the stipulation that money unspent in any year could 
not be carried forward. 

Most of these brakes have now been taken off, and Mr Hall’s 
circular is far more urgent, specific and mandatory. The total 
sum available from the Colonial Development and Welfare Fund 
— 120 million in the ten years beginning next April—has been 
allocated geographically. After £23,500,000 has been allocated 
for central schemes, including in particular research and higher 
education, and {11 million has been set aside for a general 


reserve, there remains {85,500,000 for allocation among the 
different territories. Colonial governments are urged to draw up 
a broad comprehensive ten-year plan—instead of the five years 
advised by Lord Moyne—covering all development and welfare 
schemes that are thought desirable, “ without attempting in the 
initial stage to limit this to the exact amount of the resources 
estimated to be available.” It is contemplated, in fact, that the 
total cost of the schemes included may normally be in excess 
of the resources now estimated to be available, and so that more 
essential needs will be covered first, the schemes are to be 
graded by priorities. In estimating the revenue side of their 
development balance sheet, colonial governments will know 
the amount they can count om from the Colonial Development 
and Welfare Fund and the amounts, if any, that can be set aside 
from the surplus balances that many colonies have accumulated, 
especially during the war. They will have to estimate the 
amounts that can reasonably be expected during the next ten 
years from revenue sources, from loans raised in London and 
from loans raised locally. 

Thus, even under this new directive, colonies will still have 
to cut their development and welfare expenditure according to 
their resources. But at least they are encouraged to think and 
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plan on physical rather than financial lines. The next stage 
should be acceptance of the principle that if a colony’s needs, as 
estimated in its plan, grossly exceed the resources available to 
it, in one way or another—and most likely through the British 
taxpayer—the deficit should be made good. That such a deficit 
may arise in many cases, if planning is really far-reaching and 
far-secing, seems inevitable when the allocations to the different 
territories are considered. A large allocation, £23 million, is 
made available to Nigeria, which has already drawn up a ten- 
year plan costing £55 million and hopes to raise the balance by 
loans in London and locally and by surplus revenues. But this is 
the only large single allocation, the only one, in fact, to exceed 
{10 million. Jamaica comes next with an allocation of 
£6,500,000, and Tanganyika and Malaya are allotted £5,250,000 
and {5,000,000 respectively. But the remaining allocations 
seem very small indeed When it is considered that they cover 
a ten-year period, especially since some dependencies, as the dis- 
patch recognises, will have little or no local resources to supple- 
ment them. Nor, owing to their poverty, will they have much 
chance of raising money cheaply abroad. Can £750,000, spread 
over ten years, be said to cover Somaliland’s development needs 
or {2,000,000 be enough for Nyasaland? 

It is true that successive Colonial Secretaries have made no 
pretence that the Colonial Development and Welfare Fund 
would be sufficient in itself to make a material increase in the 
colonies’ wealth. In the debate on the new Fund early this year 
Colonel Stanley, then Secretary of State, said that the intro- 
duction of private capital for purposes of development, particu- 
larly in industrial enterprises, would be welcomed, and that only 
if private capital were forthcoming in sufficient amount would 
a full measure of development prove possible. He also referred 
to the possibility of private capital investment from inside the 
colonies, assisted in the first place by “colonial development 
companies,” for which the colonial governments, in partnership 
perhaps with outside investors, could provide the capital and 
managerial experience until the private investor in the colony 
was able and fitted to take over the capital burden and managerial 
experience of the industries started in this way. 

Little has been heard of these mixed enterprises since then, 
though it is understood that the idea is still regarded with favour 
by the Colonial Office. But a similar venture by private enter- 
prise was launched last week with the announcement of the 
formation of Barclays Overseas Development Corporation by 
Barclays Bank (Dominion, Colonial and Overseas), the only 
bank that operates over the greater part of the colonial empire. 
The new corporation will have an authorised capital of 
{5,000,000 and an issued capital of £1,000,000, but total re- 
sources of considerably larger amount. It will operate in the 
wide field between ordinary banking business, which in many 
of the colonies is mainly concerned with the financing of crop 
movements, and, to quote Colonel Stanley’s phrase, the 
“ national development ” schemes for which funds are officially 
allocated by the colonial governments, either from their own 
resources or from the Colonial Development and Welfare Fund 
or from both. In many cases, the projects it will finance may 
well fall in the same category as projects that will be financed 
and sponsored officially. The distinction will presumably be be- 
tween whether the scheme is put forward by the colonial govern- 
ment as part of its long-term plan or whether it is put forward 
as a profit-making and risk-taking concern by a private entre- 
preneur. At all events, the new corporation, though it does not 
in detail fit the picture described by Colonel Stanley, seems to 
have similar functions to those he outlined for his development 
companies, and it has the approval of the Government. 


* 


But although the colonies’ economic barometer has slowly 
begun to rise to “ Change,” it has temporarily become unsteady 
through the publication of the Washington trade proposals. All 
development plans for the colonies are based on the need to 
diversify their economies, to prevent them from relying for 
their prosperity solely on one or two cash crops and to encourage 
subsistence farming and the growth of a home market. The fact 
remains that even when these plans are bearing fruit, and cer- 
tainly until they do, the colonies’ export trade in commodities 
will provide the greater part of their national wealth. 
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This export trade may be affected adversely by the Washing- 
ton proposals in three ways. Much was made in the parlia- 
mentary debates about the “elimination of preferences.” 
Colonel Stanley pointed out the absurdity of the Government’s 
pressing on with colonial development on the one hand, while 
on the other it undertook to abolish the preference given to 
colonial sugar which is vital to the economies of the West Indies 
and Mauritius. In fact, however, this undertaking may not 
prove so adverse a factor as it has been made out to be. Govern- 
ment spokesmen have given an assurance that preferences will 
not be eliminated unless there is a reduction of tariffs all round, 
which is considered substantial and satisfactory by all parties 
to the agreement. This prospect, for all the fine aspirations of 
the proposals, certainly seems remoté enough. In the second 
place, imperial preference cannot be considered a universal 
panacea for the colonies’ export difficulties. As the West India 
Royal Commission points out in its report, where the Empire’s 
production of a commodity greatly exceeds the Empire’s con- 
sumption, as in the case of cocoa, preference in the United 
Kingdom has little or no effect on the producers’ receipts, for 
merchants in this country have only to offer the same price 
that the colonial commodity is fetching in foreign markets, 
where it is sold under competitive conditions, to obtain as 
much of it as they require. Where, however, Great Britain 
consumes more than the Empire produces, the position 
is very different, and the effect of a preference is to raise the 
price paid to the Empire producer by the full amount of the 
preference. The Commission considers that the preference given 
to colonial sugar, which for fixed quantities was higher than 
the general Empire preference, was the saving of the West 
Indian sugar industry. Nor was it merely a charitable donation, 
for during the thirties, the industry undertook a considerable 
reduction in its costs and greatly improved its efficiency. There 
is also no doubt that Palestine would have benefited in the 
restrictive trade of the thirties if its citrus fruit had been allowed 
into the United Kingdom on preferential terms—a concession 
that was forbidden by the mandate. But on the whole the advan- 
tages of imperial preferencce vary greatly as between commodity 
and commodity and between colony and colony. 

More dubious than the undertaking to eliminate preferences 
are the proposals with regard to state trading. These are so 
obscure that it is difficult to be precise about the extent to which 
they will affect the colonies, but it does appear that the stipula- 
tion that a member engaging in state trading “in any form” 
should accord equality of treatment to all other members would 
rule out any long-term agreement to assist a colony by buying 
its crop on favourable terms. 

But what seem more definitely unfavourable, from the 
colonies’ point of view, are the conditions under which quan- 
titative import restrictions can be imposed. These can be im- 
posed by a member country to safeguard its balance of pay- 
ments, and as a leading article last week pointed out, the prospect 
of Britain’s balance of payments remaining unfavourable is 
highly likely. But if such restrictions have to be imposed for 
balance-of-payments reasons, they have to be non-discriminatory, 
that is, there must be no discrimination among sources of supply 
in respect of any product. This means that if Great Britain 
has to restrict its imports of tobacco, Nyasaland and Rhodesia 
will suffer equally with the United States. If it has to restrict 
its imports of fruits, Palestine, Cyprus and the West Indies will 
suffer equally with the United States and Brazil. If it has to 
restrict its imports of cotton, Uganda will suffer equally with 
the United States. And it is a strange fact that this non- 
discrimination clause need not be applied to a country with an 
inconvertible currency. Thus, Great Britain need not cut down 
imports of tobacco, or currants, from Turkey when it is being 
obliged to cut them down from the colonies. 


It is a pity that, in the debates, the Opposition should have 
concentrated so much on the question of imperial preference in 
general instead of asking for a specific statement on the extent 
to which the trade proposals will affect the colonies’ trade. 
Such a statement should certainly be given at the earliest oppor- 
tunity. For if the commercial difficulties of Great Britain are 
willy-nilly to be passed on to the colonies, the financial assist- 
ance it is to give them during the next ten years will have small 
chance of bearing its promised fruit. 
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Caucasian Chequerboard 


HE spreading revolt in Persia and the sudden publicity 
given to Russia’s claims on Turkey have almost certainly 
made Caucasia an apple of discord at the Moscow Conference. As 
Mr Bevin and Mr Byrnes were arriving, the Persian Democrats 
declared the establishment of a separate autonomous Azerbaiian. 
A day or two only after their arrival, the entire Russian press 
gave great prominence to a letter from two distinguished 
Georgians, demanding frontier revision on the Russo-Turkish 
frontier at Turkey’s expense. 

Anyone who seeks to understand the motives behind this re- 
visionist drive should begin by studying a map of Transcaucasia 
and, on it, the very considerable vulnerability of Baku—centre 
of the Russian oil industry, eighty per cent of which lies in 
Soviet Azerbaijan. It is only just over 100 miles from the 
Persian frontier and its pipe line to Batum adjoins Turkish 
territory. In recent years, Russia’s three Caucasian republics 
—Armenia, Georgia, and Azerbaijan—have blossomed as com- 
ponents of a great nation ; they look forward to developments 
as such. Even without any special effort on Moscow’s part this 
flowering would have attracted notice from blood relations 
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beyond Russia’s borders. Both the Armenian and the Azerbaijan 
Republics have become motherlands for which sons abroad can 
yearn. These now think of “home” in a spirit of general 
good will towards the USSR. The Armenians of Aleppo, for 
anstance, have no intention of quitting prosperous local business 
ties, but get much psychological satisfaction from listening in 
to Erivan and from meeting Syrians as equals. A splendid 
publication in Armenian, called “ Armenia through the Ages,” 
recently sold out in a few days in Cairo even though it was priced 
at {Er. 

Not unnaturally, the Russian Government has made some 

ort to bring about the desired frame of mind among them, 

rofiting by ties of blood, religion and language in order to do 
po. To Armenians, the chief appeal has been made through 
their church. To Azerbaijanis (who are Shiah Moslems like the 
Persians, but who suffered some special hardships under the 
dictatorship of Reza Shah) it is made in the name of demo- 
cracy. 

The latter effort has lately attracted the greater public notice. 
But it is more than matched by a similar process in Armenia. 





The relevant Russo-Turkish diplomatic background is not 
new. It largely concerns the problem of the Straits. 
But it also covers Russo-Turkish relations in the Caucasus 
because the Russians have mentioned that, before renewing 
the out-of-date treaty of non-aggression which they denounced 
in March, they would like a revision of the American frontier 
settled “under pressure” in 1921. In fact, that frontier was 
freely negotiated between Lenin and Mustapha Kemal at a 
time when the international stock of both stood low. 


To secure Turkish agreement to frontier revision will not 
be easy, and how Moscow will go about it remains to be seen, 
It has begun with references to “ pressure” which the Turks 
find dishonest, and it has used the support of the Armenian 
church in a way that they find too adroit to counter easily, 
Here is one reason for the alarm which caused them to 
demonstrate in Istanbul on November 24th and to burn 
the offices of pro-Russian newspapers. This incident was in 
turn overpainted in the Russian press as a fascist display “ at 
which the police connived.” This and other such outbursts on 
Moscow radio are largely the outcome of bad relations during 
the war, when Eastern Anatolia was a hotbed of German 
spies, and when the Russians felt that Pan-Turanians as well as 
émigré organisations were standing by across the border, only 
waiting for the Soviet Union to fall apart. 


The drive that Turkey finds hardest to counter is a spate of 
Armenian appeals from overseas for a Greater Soviet Armenia, 
It began in the spring, in California, and then surged up in 
France, the Lebanon and elsewhere. In June churchmen from 
all over the world, most of them unaware of the diplomatic 
struggle proceding in the background, were invited to Soviet 
Armenia for the enthronement of a new Catholicos, an office 
which was revived this year. Their meeting produced the first 
mention of the Greater Armenia project to be made on Russian 
soil. To the astonishment of the Turks, its mouthpiece was 
the Dean of Canterbury. Speaking with more candour than 
political acumen, he revealed that most Armenian churchmen 
and their sponsors have swallowed whole the current Russian 
interpretation of the 1921 Treaty. “I fully and sincerely agree,” 
he said “that the regions annexed by Turkey should be 
returned to Armenia as quickly as possible.” Since then the 
Catholicos himself has reiterated the point in a call addressed 
to the Big Three. Now the letter from the Georgian professors 
in the Russian press seems to presage the opening of a new phase 
of intense pressure. 


The weakest point in the Russian case is the scarcity of 
Armenians in Turkish Armenia. Conversely, the biggest gap 
in Turkey’s defence is wrought by years of ruthless anti- 
Armenian policy, beginning with massacres and ending with 
lesser oppressive devices such as the capital levy of 1940, 
planned so as to fall most heavily on foreigners, including Jews 
and Armenians. 


The affair in Azerbaijan, which has ripened faster than that 
in Armenia, does not seem to involve any desire for frontier 
change. The new Azerbaijan autonomous government has gone 
out of its way to stress its wish for provincial autonomy 
within Persia. The course of communications on _ the 
subject between the Russian and Persian Governments has 
been recorded week by week in preceding numbers of The 
Economist and need not be recapitulated. Since the frontier of 
the Russian zone is all but sealed, judgment of the situation 
must perforce be passed on the basis of such evidence as is 
available in Tehran. There, the presence of numbers of outcasts 
from the north suggests to any one who knew Azerbaijan before 
the war that almost all the men of education or consequence 
have left either voluntarily or as virtual deportees. Since 
December, 1944, the same has applied to all senior Persian 
officials. The officer commanding the local division at Tabriz, 
who was popular, and the Governor of Tabriz, were both forced 
by the Russian military authorities to cross the southern 
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poundary of the zone. It is, of course, on the cards that some 
of the leading minds !eft in Azerbaijan genuinely want their 
rovince to be a Russian satellite, but the result of the local 
elections, at which, out of 47 candidates for 12 seats, the official 
nominees received about 23,000 votes while none of the others 
lled more than 50 apiece, does not suggest an election fair 
enough to be a proper test of public opinion. Pending better 
Russian evidence to the contrary, the situation looks like a 
Russian move to manufacture a strategic shock absorber for 
understandable reasons but by inexcusable methods. 

No picture of Transcaucasia would be complete without 
mention of the Kurds, who are spread over western Azerbaijan 
(both Persian and Russian), eastern Turkey and northern Iraq. 
They are a potential centre of discord, but so quarrelsome among 
themselves that Russian support for Kurdish independence is 
improbable, for the Russians know as well as anyone that their 
domestic rivalries are such that to stir them up may prove as 
tiresome to the stirrer as to his neighbours. 

It would be false to suggest that anxiety to cushion Baku 
against modern weapons is the only motive for Russian pressure 
upon Turkey and Persia. There was during the years of the 


NOTES OF 


The official communiqué issued at the end of the Moscow 
Conference appeared too late for full comment, but from the 
preliminary reports, it appears that a large measure of agreement 
has been reached. Whether this agreement represents a genuine 
compromise cannot be assessed without a proper study of the 
documents, but there appears to be some reason to believe that 
the Russians have on the whole gained most and _ sacrificed 
least in the pursuit of agreed formule. 

Some progress has clearly been made on many of the issues 
hitherto obstructing Great Power unity. The Russian Govern- 
ment has agreed to remit the problem of the control of atomic 
energy to the Security Council of eleven nations, to which 
Canada will be added. The British and American Governments 
have substantially accepted the Russian scheme for the elabora- 
tion of the peace treaties with Italy, Rumania, Bulgaria, Hungary 
and Finland. Only the nations which signed the armistice terms 
are to draw up the peace treaties. Thus the United States will 
have no hand in drafting the treaty with Finland. France, how- 
ever, by way of exception, is to participate in the preparation of 
the treaty with Italy. Before these treaties can be completed, the 
British and the Americans will have to recognise the Bulgarian 
and Rumanian Governments, and it would appear that they have 
not been able to secure any real modification of the regime in 
these Russian-controlled single-party states. The Russians, on 
their side, have agreed that the preliminary drafts of the treaties 
shall be considered by a general conference of the states at 
war with the ex-enemy states, and that, after a final drafting 
by the signatories of the armistice, the treaties will be signed 
by the states represented at the conference. 

Finally, the Russians have agreed to jain the Control Council 
in Tokyo, and the Far Eastern Advisory Commission in Wash- 
ington. In return, a new Four Power Council representing 
Russia, China, the United States and the British Empire is to be 
set up to elaborate policy for Japan. 

But the question which in thé weeks before the Conference 
was proving the greatest obstacle to good relations—Russian 
pressure on Turkey and intervention in Persian internal affairs— 
appears to have been left on one side. The importance of this 
omission should not be underrated. There will be a tendency, 
particularly in America, in contemplation of the European and 
Far Eastern agreements and the absence of any overt disagree- 
ment on the subject of atomic energy, to dismiss the continuing 
disagreement on the Middle East as unimportant. The dangers for 
Britain of any such attitude arising in Washington are obvious. 
The advantages to Russian diplomacy of separating this issue 
from the general agenda will be no less apparent in Moscow. 


x x * 


Expropriating the German Coal Owners 


_ Two important decisions bearing on the future of the German 
national economy were taken last week-end. In London the 
Control Office for Germany and Austria announced that 


direct control of all collieries and colliery property in the British 
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Revolution a lapse in Russia’s long-standing and historic policy 
in the Middle East, but today geography and human nature 
are reasserting themselves. As in the nineteenth century Russia 
secks to offset Anglo-Saxon influence not only in the Middle 
East but in Europe by itscif possessing influence in the Middle 
Eastern world where Anglo-Saxons predominate. The main 
point of ditlerence from the nineteenth century is that, now, 
there are two Anglo-Saxon influences to counter instead of one. 
Economic motives also play some part in the Russian drive 
southwards. The Middle East, backward in industrial tech- 
niques, is one of the great potential markets for manufacturing 
nations, and the Russians, on whose very borders it lies, 
naturally seek a share of this asset. The whole Caucasian 
picture suggests that an insurance is being taken out against 
the power and influence of America and Britain. But it also 
follows from this that any lessening of tension between the Big 
Three would have immediate and beneficial effects in Trans- 
caucasia. The problems of this area—and of most areas— 
are soluble if diplomatic relations between the Great 
Powers are sound. Equally, they are insoluble if there is discord 
at the top. , 


THE WEEK 


zone of occupation in Germany will be assuraed by the British 
authorities. 
The North German Coal Control has thus taken into custody the 
coal industries of the Ruhr. The full implications of this measure 
have not yet been made clear. The Control Office has stated that 
the German owners are to be finally dispossessed, and they will 
receive no compensation from the occupying authorities. 
The dispossession of the coal magnates of the Ruhr consti- 
tutes the greatest single act of expropriation in contemporary 
history, butit is clearly only a negative measure. To whom 
will the ownership of the coal industries of the Ruhr now 
be transferred? To an international board of directors or to 
the local German administration? If international management 
is envisaged, what is to be its composition? This is a matter 
of prime importance for the whole future of Western Europe. 
The colliery owners also owned the iron, steel and chemical plants 
of that area. What is to happen to their shares in these industries, 
part of which will presumably remain in being after the scheme 
for dismantlement has been carried out? 

Whatever the final decisions, the new structure and organisa- 
tion of the Ruhr industries can evolve and crystallise only within 
the broader framework of a political settlement in Western Europe. 
Since so far not even the outlines of any such settlement are in 
sight, the dispossession of the owners of the coal mines inevitably 
looks like something of a coup de force in a social vacuum. The 
expropriation has been conceived and carried out as a sort of 
police measure for which the occupying authority bears exclusive 
responsibility. No section of German opinion has been associated 
with it. That the working population of the Ruhr area would 
have welcomed the step, and that it still welcomes it, seems to be 
fairly plausible. But if all German representation is eliminated 
from the management of the Ruhr industries, the same popula- 
tion may yet be induced to see the change as an act of the con- 
queror’s revenge and oppression, and not as an act of social pro- 
gress and just punishment to the traditional promoters of German 
imperialism. 

* * * 


Reparations Quotas 


The Paris Conference on Reparations, which opened on 
November 9th, published on December 21st the agreement of 
nearly all its participants on their shares in the mass of in- 
dustrial equipment and goods which will be made available to 
them in payment of reparations from the Western zones in 
Germany. Under the Potsdam agreement, fo per cent of the 
total industrial “surplus capacity” of Western Germany is to 
be made available to Russia, as well as another 15 per cent in 
exchange for food and raw materials delivered by Russia to 
Western Germany. The Paris Conference was concerned with 
the distribution of the remaining 75 per cent among Britain, the 
United States, France, Jugoslavia, Holland, Belgium, Czecho- 
slovakia and other countries. The total of reparations has been 
divided into two categories. Category B comprises capital gocds 
and merchant vessels—all other forms of reparations come under 
category A. The United States, Canada and South Africa have 
waived their claims on German industrial equipment, while Great 
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Britain has waived its claims to a share in the “surplus” re- 
leased by the former three countries. The effect is to produce the 
following quotas : — 


Category A. Category B. 

SE, cou choenenesvaseeroe 28% 27.8% 
SOUEESIIUIIR | 0s ccnavlesvevsccceocdSeghs 28 11.8% 
SRN REF icc cbs ukscpbicbioieiesbedews 16% 22.8% 
le. os, 0 chauucvedipuiesssebe 6.6%, 9.6% 
OE, 9... scecescskaadbossveos 3.9% 5.6% 
do Soe seeveenebneeers 3.7% 4.5% 
UNE © capocs oe soccbnebvesce sens 3.0 % 4.3% 
Ro. Lo. chp edeibcbcenectosekiseness 3.5% 1.5% 
RE en dicta ened cuavsadedevinisvewetes 2.7% 4.3‘ 

ER Bins ttn’ voubwekonsih widiioeskon 0.7 %% 0.9%, 
SIRE. cn anccannoccccessevacesesce 0.7 % 0.1% 


This distribution of percentage quotas is, of course, based 
on the assumption of a total of German “ surplus capacity ” ear- 
marked for reparations. So far, however, the magnitude of that 
total has not been disclosed ; and it is presumably still a subject 
of dscussions in the Allied Control Council. According to the 
time-table fixed at Potsdam, agreement on this point is to be 
reached on or before February 2nd. Meanwhile the Paris Con- 
ference has accepted the rule that— 

.German production should be available for reparation only so far 
as there is excess from the amount required to pay for imports. 
This provision applies to the current production of goods. It 
does not affect the mass of industrial equipment that is to be 

dismantled and removed from Germany. 


* * ” 


Progress Up to the Recess 


Christmas week, with its soothing aroma of festivity, albeit 
still on austerity standards, is a good time to look back on the 
tumult of the first session of a Labour Government’s undisputed 
rule and their first steps into the post-war world. To a historian 
a hundred years hence, comparing the regime of the 1930’s with 
that of 1945, the dominant impression may be the British capacity 
to progress constitutionally and gradually along a path strewn 
with black political forebodings, but resulting in political consent. 
To those personally bewildered by Belsen, blitz and atom bomb 
the ease of the transition to so-called Socialist politics still has 
something of the atmosphere of mirage. And mirage it yet may 
be, not for reasons of basic politica! cleavage, but because the 
dangers of Scylla and Charybdis, inflation and unemployment, 
still lie ahead, and may well overwhelm any Odysseus, whether 
he is decorated by red ribbons or blue. 

It is fair to say that in the galaxy of minor bills only two major 
measures have yet been introduced. The sting of the procession 
has been in its tail. Bretton Woods and the Coal Bill are far 
and away the most important of those yet presented, and the last 
was only put into the hands of MPs on the day of the adjourn- 
ment. The only other Bill which could have been expected to 
cause excitement was the Bank of England Bill, but this has 
been so widely recognised as a piece of political window-dressing 
involving no fundamental changes that its course has been very 
smooth, At the time of its introduction the Supplies and Services 
(Transitional Powers) Bill, giving the Government power to 
retain controls for five years, caused quite a stir. The need to 
expand exports at almost any cost, resulting from the Anglo- 
American Agreement, may prolong the necessity for some of these 
controls beyond the immediate post-war period, but it does 
not alter the proposition that their continuance should have been 
open to discussion by Parliament two years hence, as was put 
forward by The Economist at the time. 


* 


In all, 44 Bills have been introduced during this session, of 
of which 23 have received the Royal Assent and another 4 have 
been passed by the House of Commons. The rate of progress 
is indicative of three aspects of the political scene. First, it shows 
how keen and in earnest the new House of Commons is, and 
how anxious to keep within the limits of constructive criticism 
rather than to drag out opposition in long-winded debate. 
Secondly, the unusual agreements between parties on particular 
issues is the result of the production of so large a number of 
Coalition measures, on which both parties were already of like 
mind. And, thirdly, it is an admission of the delay in bringing in 
the major measures of economic reconstruction. The rent con- 
trol of furnished hoyses, artificial insemination of livestock, regu- 
lation of dock workers’ employment, trunk roads and the national 
insurance of industrjal injuries are all desirable in themselves, but 
are not measures which generate party heat or great industrial 
progress. 

In the New Year further big developments in the public ser- 
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vices are promised. The full National Insurance Bill is to be 
introduced, The measure for a national health service was 
promised, but as discussions with the medical profession haye 
not begun it looks as if either the Bill will be greatly delayed of 
consultation will be purely nominal. The debates on the Coaj 
Bill will obviously be of major importance, although the Coal- 
owners have already signified their willingness to co-operate 
The nationalisation of transport and of the electricity and gas 
public utilities were next on the list, but there are no signs as 
yet that a full scheme for a centralised transport system is yet 
near its birth. Pressure within Government Departments js very . 
great to implement the Labour programme. It will be reassuring 
when their labours show more obvious results. The Loan Agree- 
ment demonstrates the urgency of industrial reorganisation and 
increased output more than any British consumer’s cry for relief. 


* * * 


Transfer of Functions Bill 


A small but interesting constitutional development will take 
place when the Ministers of the Crown (Transfer of Functions) 
Bill becomes law. Hitherto the functions of most of the large 
permanent Departments and their Ministers have been defined 
by statute, and could only in peacetime be reallocated by legis- 
lation, thus involving a long and involved Parliamentary pro- 
cedure. The present Bill, which provides for the transfer of func- 
uons by Order in Council, subject to the assent of Parliament, is 
intended to give greater flexibility in the allocation of statutory 
functions. 

During the war similar procedure by Order in Council has 
been in force, but is due for expiry like Other wartime legislation. 
The experience of flexibility has proved so useful, and the pres- 
sure on time in the House of Commons is so great, that the new 
Bill is to be welcomed. It does, of course, remove one more 
matter from the normal mechanism of debate, and thereby increases 
the powers of the Civil Service. But there have been no signs 
during the war that these powers have been abused. Indeed, the 
Government with its Civil Service advisers has erred in the oppo- 
site direction in not transferring functions and setting up new 
Ministries quickly enough. In almost every case functions have 
been transferred only after a long battle. There is too often a very 
natural tendency in the higher ranks of the Civil Service to cling 
to their own powers and functions. The history of housing, town 
planning and works has been an_ excellent illustration 
of this. The Ministry of Town and Country Planning, conceived 
reluctantly and only after prolonged pressure, was never allowed 
a staff or powers sufficient to fulfil its functions. The housing pro- 
gramme swung hesitatingly between it and the Ministries of 
Health and Works. Now the promised Ministry of Housing has 
not been set up, and the Ministry of Health has resumed its 
leadership, but it is reported that all is not well where the co- 
operation of the Ministry of Works is required. 

The truth is that, however helpful the Bill may be in pro- 
viding for ease in transferring functions, what is really necessary 
is a fundamental reorganisation and reallocation of functions 
between Ministers and Departments. The present distribution 
is a legacy of palmier days when Ministers had more time to 
survey the broad field and co-ordination was easier. Now that 
there is a Government wedded to planning, there is all the greater 
need for a machinery of government which makes such planning 
possible. 


* * * 


Pressure on Franco 


Few people like General Franco’s regime. Mr Bevin 
“detests it.” The French Government has been urged to break 
off diplomatic relations and has invited the British and American 
Governments tO consult with France on the best measures to 
exert pressure on Franco. The Americans have agreed; the 
British, too, are willing to open consultations, but are more un- 
certain about the value of any initiative. The truth is that all 
three Governments are under strong pressure from public opinion 
to take some action against Franco, and the various moves and 
talks and statements represent the various Governments’ 
attempts to let off a little of the steam. 

For the difficulty is not to detest the regime, but to think of 
any practical way of getting rid of it by outside intervention. 
The British Government has been under some criticism for not 
taking a more “forward policy.” The Prime Minister of the 
Spanish Republican Government, Sefior Giral, went so far as to 
say that the Falangist regime would have fallen 

but for Mr Bevin’s statement [made in August and declining to 
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take action against Franco] in the English Parliament being inter- 

reted in a way which served the regime to consolidate itself for a 

urther period. 
But surely this represents a serious misreading of what an 
outside Government can or cannot do. Nobody asks the British 
to take an army into Spain. The demand is that diplomatic 
recognition should be withdrawn and economic sanctions applied. 
The pre-war example of Mussolini’s Italy and the more recent 
example of Colonel Peron in Argentina ought to make the critics 
a little less optimistic in their advocacy of outside pressure. In 
both cases foreign disapproval strengthened rather than 
weakened the dictator’s position. This might not happen in Spain 
where the Caudillo enjoys little mass support, but the utmost that 
economic sanctions could achieve would be a palace revolution, 
with some “democratic” general substituted for Franco while 
the general tyranny would remain as before. The only force which 
can replace Franco by a genuinely democratic alternative is the 
Spanish people themselves. There can be no doubt that any 
attempt by them would-receive sympathy and support from abroad. 
But outside intervention is no substitute for a popular movement. 
The friends of Spain may even do its cause harm by making all 
change depend so much upon external factors. 


*x * x 


« British Imperialism ’’ in Siam 

Sections of the American press have, for some weeks past, 
indulged in violent attacks on “ British imperialism” in Siam. 
The British are accused of having gone behind America’s back 
in order to squeeze Siam for reparations, undermine its. independ- 
ence and force it into a British protectorate. The Siamese, say 
the Americans, are not responsible for the military dictatorship of 
Luang Bipul Songgram, who brought them into war on the side 
of the Japanese. Now they have a democratic government and it is 
on this innocent administration that Britain is putting the 
screws. The American Government has not publicly echoed these 
criticisms, but Mr Dean Acheson let it be understood that the 
United States did not approve of the settlement the British were 
proposing to Siam, and although his Government has now with- 
drawn its protest against the settlement as a whole, some of its 
clauses are still held to be objectionable. 

The situation is undoubtedly puzzling. The proposals to Siam 
have presumably been drawn up by Seac, which is an Anglo- 
American command. On the other hand, although Siam declared 
war on America in 1942, Congress did not return the compliment 
and technically therefore America has not been at war with Siam. 
The situation can perhaps be best understood in the light of the 
history of the last three years. In 1941, Siam was ruled by a 
military dictator. After Pearl Harbour, the Siamese troops put up 
a token resistance to the Japanese and then joined their camp, 
giving them full facilities for their attack on Malaya and Burma. 
In return, Siam secured most favoured ally treatment in general 
and, in particular, two of the Shan states from Burma and four 
Malay States. When the Japanese tide of victory began to turn, 
Bipul Songgram was quietly dropped and an _ unprovocative 
ministry took his place, neither very anti-British nor very anti- 
Japanese. Meanwhile a Free Siamese movement grew up, first in 
America, where the Siamese Minister, Mun Rajawong Seni 
Pramej, sided with the Allies, and later in Siam. This latter group 
was useful to Seac in espionage and intelligence. The Japanese sur- 
render brought a third change. Seni Pramej returned from America 
and became Prime Minister, thus securing, nominally at least, the 
triumph of democracy. Seac, however, appears to have taken the 
line that Siam was a belligerent and that some reparation would 
have to be made, particularly to Burma and Malaya which were 
both ravaged by the war and had also lost territory to Siam. Siam 
was a large exporter before the war, particularly of rice, and rice 
reserves were discovered in Siam at the end of hostilities. What 
more reasonable than for Seac to ask that a certain amount should 
be handed over as reparations? 


x 


It is at this point that the Americans appear to have launched 
their attack on “ British imperialism.” One can imagine that they 
were not unprompted by their ex-Minister, Seni Pramej. No 
small nation has ever been averse from playing off two Great 
Powers against each other and the Siamese appear to have suc- 
ceeded. This does not mean that there may not be some substance 
in American criticisms of the proposed reparations settlement. The 
Siamese economy is precariously dependent upon exports and a 
heavy reparations account would lead to grave financial difficulties. 
It would also be very difficult for the present administration to 
persuade the merchants in Siam (most of whom are Chinese) to 
part with their reserves. In spite of the injustice to devastated 
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areas such as Burma and Malaya, it would have been wiser in 
Siam (as elsewhere) to let the matter of reparations drop. 

But what is inexcusable is the interpretation some Americans 
have chosen to put on the dispute. Their crude attacks on the 
British, their glossing over of the undoubted damage done by 
Siam to its neighbours, their straight support for the Siamese 
(who helped the Japanese) and their unveiled opposition to the 
British (who were their Allies)—all these things amount to a 
breach of confidence and friendship which no British errors in 
Siam could possibly justify. A friendly word of advice, a caution, 
perhaps, but why this white heat of moral indignation? It is all 
the more unjustified since there is at least some reason to suppose 
that America’s championing of the Siamese is not entirely dis- 
interested. As Mr Acheson put it 

the American Government is interested in the economic develop- 

ment of the entire South East Asia, of which Siam is a part. 
The Americans must not be surprised if the British draw their 
own conclusions on the motives and aims of America’s concern 
over “ British imperialism ” in Siam. 


* * * 


Unrra Gets Its Grant 


Congress has passed the bill appropriating $750,000,000 to 
Unrra. This is the first part of its 1946 contribution of 1 per 
cent of the national income, and the appropriation has come just 
in time to prevent a very dangerous gap in Unrra’s programme 
of procurements. This fact is welcome but surprising, for any- 
one who studied the mood of Congress in the early autumn was 
forced to conclude that the Unrra appropriation would have an 
exceedingly rough passage and that the final bill might be hedged 
round with enough conditions and guarantees to make the practi- 
cal work of distributing relief almost impossible. It is true that 
the debate has been acrimonious. Unrra has been accused of every 
fault from administrative incompetence to political duplicity. In 
many speeches, the strong anti-Russian bias of sections of Con- 
gress made itself very apparent. The suggestion made in the 
Colmer Report that 


Large-scale relief to the countries of Eastern Europe under Russian 
control makes it possible for Russia to siphon off local supplies from 
these countries and thus increase the aid to Russia as a non-paying 
country. 
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was repeated and the proposal made that, in the words of the 
Report, 

The distribution of Unrra aid to the countries of Eastern Europe 
under Russian control should be supervised by Unrra itself to prevent 
these supplies being used for political purposes. 

In the event, however, no political conditions were attached to 
the new appropriation, and Unrra’s officials are reasonably opti- 
mistic about securing the further grant in the New Year. The 
reason for this unexpected complacency may be partly a grow- 
ing realisation of how desperate the need in Europe has become. 
But it is partly due to the conviction that Unrra is doing a good 
job and that no other body could do it better. General Eisen- 
hower’s tribute to Unrra, and his demand that it should be sup- 
ported, was only one voice among many—although a very 
influential one—raised to defend Unrra in recent months. 


* * * 


Identity Cards 


It is outrageous that 15,000 people should be stopped in the 
middle of their normal occupations and relaxations, be forced to 
queue an extra half-hour for meals or buses and suffer all the 
inconveniences of delay in order that the police may do a mass 
raid of the West End of London and achieve a quarry of 75 
suspect persons. Identity cards were introduced during the war 
for reasons of national security. But the war has been over for 
four months, military security is no longer of any consequence 
except to the brass hats, and it is high time that the ordinary 
citizen was permitted to exist as anonymously as he pleases. 
There may be a crime wave, there may be deserters, but it is 
the job of the police to pursue the malefactors with the minimum 
inconvenience to ordinary people. While the obligation of all 
citizens to assist in the tracing of crime is admitted, this is 
carrying things a great deal too far. 

It was to be expected that the authorities would relinquish 
with reluctance this convenient method of keeping track of the 
individual. But it is a state of bondage that must be strongly 
resisted. It may be that some mechanism for watching general 
movements of population is still necessary while food and other 
commodities are in short supply and must be deliberately 
distributed. But such a general necessity should not be abused 
by special interests. It should be possible now for anyone to 
go anywhere unidentified except for the mechanism of getting 
food. 

There are, of. course, advantages from a statistical point of 
view of knowing who and where people are. But these must be 
achieved, if they are necessary, by some method which leaves the 
individual free from the risk of being taken to a police station 
because he cannot prove on the spot that he is Mr Jingle. If he 
prefers to be Mr Charles Fitz-Marshall, why not? 


* * x 


The Crime Wave 


To inveigh against the use of identity cards in mass police 
raids is not to look with indifference upon the increase in crimes 
and minor offences. The Commissioner of Police of the Metro- 
polis gave the following comparative figures, last week, for 
11-month periods in three separate years. 


1938 1944 1945 
NET «nce niten +n dhe hoe ae 255 329 471 
House-breaking .........esccceee: 4,881 4,657 6,192 
Shop-breaking ........cecceseeees 5,034 6,240 11,969 
Robbery and assault......... — 145 212 299 
Miscellaneous simple larcenies...... 33,210 45,608 53,575 
Miarders Soo i Soin ote alls cee cele 33 15 32 


The increase is very striking, but at the same time many of 
the causes which contribute to it are transitory. The shortage of 
goods makes the temptations and the rewards of stealing very 
great. The existence cf large numbers of troops in this country 
doing very little but await their release enlarges the oppor- 
tunity and inclination o occupy the time in undesirable ways. 
The general unsettlement of life due to the war loosens the 
normal habits of responsibility and control. These causes can 
be expected to disappear as the ordinary conditions of peace 
return. 

* * * 


The National Loaf 


The facts about “national” and “white” flour were recently 
given in the publication as a White Paper (Cmd. 6701) of the 
report of the Conference on the Post-War Loaf which was held 
early this year and was attended by Government officials and 
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representatives of the trades concerned. It is usual at the present 
time to state that flour is of such and such “a rate of extraction » 
and to assume that the higher the rate of extraction the more it 
contains of valuable nutrients. This is largely true in that the on! 
way to ensure that the whole wheat grain, which contains these 
nutrients, is retained in the flour is by the production of whole. 
meal flour (100 per cent extraction); it is also true that to produce 
white flour it is necessary to exclude from it those parts of the 
wheat grain which darken its colour and which contain most of 
the indigestible fibre but which also contain the valuable nutrients, 
and to do this it is necessary to mill at a low extraction rate 
(70-72 per cent). But flour milled at a prescribed rate of extraction 
may vary in its nutritive quality according to the type of wheat 
and the milling process. The right policy, the conference found, 
was to lay down that flour should contain certain minimum 
quantities of the nutrients contained in the wheat grain. These 
minima, for vitamin B., nicotine acid and iron, can be supplied 
by flour of 80 per cent extraction, the present rate for national 
flour, but to ensure a minimum quantity of riboflavin it would 
be necessary to raise the rate to 85 per cent. 

The conference decided therefore that riboflavin should not 
be one of the specified nutrients, because the 80 per cent flour 
is whiter and more acceptable and because only a small quantity 
of the riboflavin requirements of the diet is likely to be provided 
by flour. But no decision was reached on how the production of 
flour with the desired nutrients can be enforced in peacetime, 
especially as it is still not known how to distinguish between flour 
reinforced with synthetic nutrients—a policy which was rejected 
by the official scientific and medical members of the confer- 
ence—and_ one containing the natural nutrients. This, with 
other problems, is to be the subject of research. If it involves 
permanent control of the milling trade, a Labour Government 
would surely not hesitate to take a step which is so entirely in 
the interests of the working class. If it involves agreement with 
foreign millers, that would be a task for the Food and Agricul- 
ture Organisation. If it involves “an unwarrantable interference” 
with people’s right to eat what they want, libertarians who hold 
this view should reflect, first, that the taste for white flour is not 
traditional, but is comparatively modern; secondly, that no 
objections are raised to regulations against watering milk. But 
if it is not considered politic to ban white flour completely, at 
least it should not be subsidised. If the price of bread is to be kept 
down by subsidy, the subsidy should only be given to flour which 


contains the prescribed quantities of nutrients, whether brown, 
grey or off-white. 


* * * 


Soviet-Hungarian Treaty 


The Soviet-Hungarian trade agreement was ratified by the 
Hungarian National Council on December 21st. The ratification 
has been something of a surprise, since it had been widely believed 
that the Russians had held their hand and that the Smallholders’ 
Party, the victor in the last election, had been opposed to it. In 
October, soon after its conclusion, the Western Powers objected to 
the treaty on the ground that it would establish Russia’s exclusive 
economic influence over Hungary. 


It was apparently with an eye to this protest that the new 
Hungarian Government decided to amend the agreement by a 
clause providing for Hungary’s freedom to conclude similar 
treaties with other countries. It is doubtful whether this escape 
clause has any practical meaning. Under the treaty, Russia is 
entitled to buy up a $0 per cent share of all important Hungarian 
industries. The Hungarian Government’s “freedom to conclude 
similar treaties” with other countries amounts, therefore, only to 
its “freedom” to seil into foreign hands the entire remainder of 
the country’s industrial wealth. This is hardly probable. 

Surprisingly enough, the Smallholders’ Party has, according 
to the latest reports, backed the treaty unanimously. The change 
in its attitude seems to be the result of a last-minute deal between 
the Russians and the Hungarian Government, in which the Rus- 
sians promised direct political support for the Smallholders in 
exchange for economic privileges. 

This tactical move indicates the importance which the Russians 
continue to attach to the link-up between their own planned 
economy and the economic resources of eastern Europe. Where 
the political means towards this end fail, as they have done in 
Hungary, the Russians still pursue it by purely economic means. 

The Smallholders’ support for the treaty also shows that, in 
spite of all the known rigours of the Russian occupation, the idea 
of a close economic association with Russia has its appeal. 
Hungary cannot exist outside the economic orbit of some Great 
Power. In the past, the American and the British interest in the 
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economic life of the Danubian countries has been slight. Like 
nearly all its neighbours, Hungary fell within the German orbit. 
The bulk of Hungary’s experts went to Germany. From there 
most of its imports came. Germany’s magnetic power has now 
disappeared. Only Russia seems to be able to offer Hungary the 
prospect of steady trade and employment, although it cannot 
do so immediately. The objections of the Western Powers to 
Hungary’s too close association with Russia would make some 
economic sense only if the Western Powers were prepared to take 
at least as close and steady an interest in Hungary’s economic 
development as Russia is likely to take. 


* x * 


Assistance for the Old 


Since the work of the Assistance Board among the unem- 
ployed has been very small in recent years, it is not surprising 
that the greater part of its report for the year 1944 (Cmd. 6700) 
should be taken up with the assistance it gives to supplementary 
pensioners. New regulations for unemployment assistance and 
supplementary pensions came into force at the beginning of the 
year under review, and the number of supplementary pensioners 
who benefited by them was 1,111,838 out of a total of 1,277,647. 
By far the greater number—822,669—benefited only to the extent 
of 1s. Id. to 3s. a week, but, from various illustrations given, the 
position of supplementary pensioners has improved considerably 
since 1940—there is, of course, a far greater contrast with pre- 
vious years when needy pensioners had to receive public assist- 
ance from the local authorities or nothing. 

The new regulations also simplified the rent allowance by 
prescribing rates for needs other than rent and providing for a rent 
allowance where necessary, the latter, for an applicant living 
alone or who is a householder, being the “net rent payable so 
far as is reasonable in view of the general level of rents in 
the locality.” The average net rent paid by those to whom the 
allowance was granted was 6s. 7d. for pensioners living alone, 
8s. 1d. for householder applicants with dependants only, and 9s. 
for householder applicants with non-dependants, making an over- 
all average of 7s. 8d. Over the country as a whole, the figures 
recommended by the Board’s advisory committees on what 
constituted a reasonable rent have covered the full rent in 86 per 
cent of the cases, and by use of its discretionary power the Board 
has paid the balance in excess of the committees’ figures in a 
further 5 per cent of cases. The total rent or share of rent paid 
by supplementary pensioners amounts to £23,310,000 a year, and 
rent allowances amount to £22,570,000. Thus the Exchequer is 
bearing the cost of all but 3.2 per cent of the supplementary 
pensioners’ rent burden. 

But, for the old, financial assistance is not enough, and it is 
clear from the report that the Assistance Board is taking seriously 
its statutory function of conducting its administration in such a 
way as best to promote the welfare of pensioners. Its powers in 
this respect are limited, and most of its welfare work is restricted 
to bringing cases in need of such work to the notice of local 
authorities or voluntary organisations. Health, housing, food, 
domestic help, and all the intangible problems of the solitary, 
lonely existence that so many old people have to endure, are 
all matters in which the Assistance Board’s staff, often the only 
people who visit the old for weeks or months on end, can be of 
very real help. As the report points out, an improvement in the 
basic rate of old age pensions will mean that many pensioners 
will no longer receive supplementary pensions, and will therefore 
fall outside the scope of the Assistance Boatd’s welfare service. 
It is clearly right in suggesting that it should be authorised to 
continue to give advice and help to those that need it. 


* * * 


The Case for More Newsprint 


It was a pity that the debate on newsprint should have come 
at the tail-end of the Christmas adjournment, allowing very little 
time either for a full statement of the case for a greater allocation 
of paper for newspapers and books or for an explanation of the 
Government’s attitude. As it was, Mr Ellis Smith’s reply was 
inadequate. He gave a number of facts and figures about the 
existing position, and repeated the Board of Trade’s hopes that 
when supply and currency difficulties have been eased, larger 
allocations of newsprint could be made, promising that the 
Government would reconsider the position early in the New 
Year. But his speech left Members—and not only journalist 
Members—dissatisfied. 

The facts of the situation which emerged during the debate 
show that newspaper production has been far less favourably 
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treated than publishing. The present supply of paper to news- 
papers, amounting to 290,000 tons a year, is about 28 per cent 
of the consumption in August, 1939 (the lowest level was reached 
in February, 1943, at 20.7 per cent of prewar consumption). 
For periodicals the figure is about 78,000 tons a year, which 
represents about 31 per cent of the prewar figure. Supply of 
paper for books is dealt with through the Moberly Committee,’ 
and it was stated during the debate that the quota of paper for 
books is about 65 per cent of the 1939 period. The trouble with 
increasing the ratios for newspapers is, of course, the enormous 
quantities they use compared with books. 

Many people would be unwilling to see a return to the full- 
scale, unwieldy-sized newspapers that existed before the war. 
There are many advantages in smaller papers, which have brought 
about compression and conciseness, and have reduced the alto- 
gether fantastic amount of space devoted to advertisements before 
the war. But there are also extremely strong arguments in favour 
of increasing the present size of daily newspapers to eight pages 
as soon as possible, as it is quite impossible at present to find 
sufficient space for really important matters. There is also a case 
for increasing the supplies to the smaller, independent weekly 
newspapers and provincial papers, as Mr Foot urged. 

None of the speakers in the debate, curiously enough, raised 
the very important issue of the effect of continued paper restric- 
tion on employment in the newspaper industry. Newspaper pro- 
duction is one of the few British industries which cannot look 
forward with equanimity to the demobilisation of its employees, 
for there will be acute reinstatement problems. It has been 
estimated that by this spring some 5,000 Fleet Street newspaper 
workers will have returned from the Forces. Even if 2,000 tem- 
porary workers can be discharged without difficulty, there are 
at least 3,000 of the returning Servicemen who can exercise 
reinstatement rights. With small-sized papers no amount of 
juggling will provide sufficient empty places. The problem is at 
its most acute among compositors and machine men, but it exists 
among reporting and editorial staff as well. It is in the main a 
localised problem, for there are labour shortages in the provincial 
press, but no newspaper worker who has once worked in Fleet 
Street is likely to want to go to the provinces. 

Fleet Street now employs about 7,000 men, compared with 
10,000 before the. A return to eight-page papers would not 
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solve the problem, and would probably only absorb a few hundred 
additional workers. It would need 16 pages to make an appreciable 
difference and full prewar papers to provide full employment. 
Under present circumstances, therefore, it looks as if redundancy 
and unemployment among newspaper workers were inevitable. 
The Minister of Labour, ex-leader of the Printing and Kindred 
Trades Federation, will have a formidable task if he secks to 
alleviate the difficulties of his former colleagues. 


Policy on Secondary Schools 


The Ministry of Education, in a circular issued recently, 
has given more guidance to local authorities about the future 
organisation of secondary schools. As a general guide it suggests 
that 70 to 75 per cent of secondary school accommodation should 
be of the modern type and 25 to 30 per cent for grammar and 
technical education. To the manifest embarrassment of the 
Ministry, it is frequently the case that only grammar school 
facilities are so far adequate according to these suggested ratios, 
and the circular is. at pains to discourage an increase in the 
intake into existing grammar schools. It is clear that the Ministry 
is afraid that there may be pressure on the grammar schools to 
admit pupils who are not suited to this type of curriculum, and 
that the brighter pupils will be withdrawn from the technical 
and modern schools, which are more suited to them. 

This is an added reason for pressing on with the expansion 
and improvement of the modern and technical schools, particularly 
as the recent discussions and ministerial pronouncements about 
direct grant schools have probably tended to increase their prestige 
and the number of would-be entrants. The Ministry has also 
modified its attitude about bilateral and multilateral schools. 
Hitherto its pamphlets have over-stressed the separateness of 
grammar, technical and modern education. Now it positively 
invites proposals to combine two or more types of education in 
one school, where these will meet the needs of the locality. 

This change is to be warmly welcomed, but it presents its 
own problems. The school which contains the facilities for a first- 
class education in technical, general and academic subjects, with 
all the attendant expenses of good laboratories and workshops, 
together with staff with first-class qualifications, needs to be very 
large to be an economic unit. But it is doubtful if schools with 
1,200 or so pupils will provide a satisfactory social or corporate 
life, and local authorities are warned to proceed cautiously and 
to plan any such large schools in such a way that they can be 
divided if the single organisation works out badly. The bias is 
still in favour of schools of 500-600 pupils, and in any case, if 
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much travelling is to be avoided, large schools are only feasible 
among large populations. 


Shorter Notes 


The Ministry of Health is regionalising the administration 
of the housing drive. Principal housing officers will be stationed 
at each of the Ministry’s regional offices (except London) to keep 
in close contact with local authorities, and to deal quickly with 
local housing proposals—plans, sites and tenders. The wartime 
version of regionalisation was disliked heartily by many local 
authorities, because so frequently it added an extra stage in the 
process of getting schemes approved. The present scheme will 
only succeed if the new regional officers are energetic, capable of 
accepting responsibility, and have considerable powers delegated 
to them. The extent of the delegation is crucial. Only major 
questions and problems of general application ought to come to 
Whitehall. 


* 


It is welcome news that the first experiment in colonial 
regionalism—the Anglo-American Caribbean Commission—is to 
be widened in scope by the acceptance by France and Holland 
of an invitation to join it. Another country that might well be 
asked to join the Commission is Canada, which, though not a 
colonial power, has considerable trading interests in the West 
Indies. 


* 


Releases of men and women from the forces in November 
totalled 391,086, an increase of nearly 111,000 over the October 
figure. By the end of the month releases were at the rate of 
108,000 a week, so that there should be no question of the target 
set for the end of the year being reached. Between June and the 
end of November, the number of men released—955,315—Wwas 
385 behind the programme, whereas the number of women 
released—147,229—was 10,409 ahead of it. 


* 


The Commonwealth legislation nationalising inter-state air- 
lines has been successfully challenged in the Australian High 
Court by the airline companies. Although there was not complete 
agreement on the extent to which the law was constitutionally 
invalid, the Court’s decision was unanimous. It laid down that 
Parliament could not limit the issue of airline licences for inter- 
state services solely to the National Airlines Commission and 
so create a virtual monopoly, which would infringe constitutional 
guarantees of freedom of commerce between states. It has not 
yet been made clear what action will be taken by the Government 
in deference to the Court’s decision. 


AMERICAN SURVEY 





Purchasing Power 
(From Our New York Correspondent) 


eo economic theme song of the first post-war year, now about 
to dawn, seems to be just the same as that of the last pre- 
war year: “ What about purchasing power?” At present about 
half of the singers are performing in one key, and giving one 
answer, and the other half in a different key with a different 
answer ; the result is quite cacophonous. 

Answering “Too Little,” labour is striking and preparing 
further strikes to raise the level and is promising economic ruin 
unless its demands are met ; agriculture is demanding an upward 
revision of the “ parity price” to which it is entitled, and exten- 
sion of guaranteed prices for numerous items. There is much 
support for the new Wagner-Taft-Ellender housing measure on 
which hearings started before the Senate Banking and Currency 
Committee on November 27th. This Bil! would give much more 
liberal credit terms for house purchase and construction. Rapid 
preparation of vast public works projects, and immediate exten- 
sions of social insurance are other demands arising from the same 
viewpoint. 

But, answering “ Too Much,” other groups urge the extension 


and expansion of price and expenditure controls. The Office of 
Price Administration and its adherents plead for continuation of 
price controls on an extensive scale. Congressional hearings started 
early in December on Mr Patman’s Bill to establish a large new 
government bureau to stop the rise in real estate prices. There 
are recurrent stories that important officials are urging on the 
White House a programme for new restrictions on credit for farm 
and urban real estate, hire purchase, and the securities market. 

The facts at present all point to a marked excess of purchas- 
ing power over available supplies of goods, services and invest- 
ments. Prices of almost every kind are firm ; the wholesale index 
of the Bureau of Labour Statistics has been rising steadily, if 
slowly, for many weeks after a small decline immediately after 
the end of the war. Labour and housing are exceedingly “ tight” 
almost everywhere. All forms of transportation continue to be 
overwhelmed with demand. Consumers are appalled at the price 
labels on Christmas goods. Prices of equities, bonds and land 
are all rising. 

This condition results, of course, from the fact that produc- 
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tion is still timited by the problems of reconversion (including 
strikes), while current incomes have shown only a small reduc- 
tion and liquid assets are still mounting. By and large, reconversion 
and the resumpuon of civilian production have proceeded much 
more rapidly than almost any student would have dared to pre- 
dict a year ago, but the unsatisfied demand is still as great as 
ever. And by and large, employment and incomes have followed 
a course very different from that which, a few months after the 
war, was predicted by the prophets of doom and Io million un- 
employed. The possibility still exists that the country will yet see 
in the new year more unhappy results than have so far appeared, 
but developments so far are on the side of the optimists. 

The biggest and most enduring feature of the purchasing power 
question is the volume of liquid assets possessed by individuals. 
A year ago, at the end of 1944, the total individual holdings of 
cash, bank deposits and government securities were $130 billion, 
more than 2} times the total at the end of 1939. A recent Treasury 
statement on the approximate distribution of this total estimated 
that, before the war, 90 per cent of the people held Io per 
cent, while now 9o per cent of the people hold 40 per cent. The 
growth in the total plus the redistribution means, in arithmetical 
terms, that the upper ro per cent of the population before the war 
had average holdings of $12,500 and now have $20,800; the 
lower 90 per cent had average holdings of about $150, and had 
at the end of 1944 $1,550. 


It is very difficult indeed to see how this situation, so radically 
changed from before the war, can fail to be enduring. The rise 
has been caused, above all, by the public debt, which is still 
growing, and it needs a very great feat of imagination to foresee 
any substantial reduction for many years. The redistribution has 
resulted from labour’s expanded industrial and political power, 
and even if this should diminish somewhat, it is difficult to con- 
ceive of a return to the pre-war concentration of purchasing 
power. 


These changes are bound to have important consequences for 
the purchasing power problem. But just what they will be it is 
difficult, for lack of a precedent, to guess. What, for instance, 
will be the effect upon the propensity to consume? Conceivably 
a higher proportion of incomes will be turned to consumption in 
the future than prior to the war, now that most families have a 
nest egg larger than they could ever have expected to accumulate 
before. Even if the division of current income between expendi- 
ture and saving were to follow the same pattern as it did before 
the war, the national result would be different. For example, if 
only 10 per cent of the accumulated funds are spent for con- 
sumption items (opinion surveys indicate that the figure will be 
larger) the expenditure may well be enough to offset the whole of 
current savings. The problem could, therefore, be one of over- 
expenditure rather than the feared under-expenditure. The pres- 
sure in that case would continue to be that of money on goods 
instead of being one of goods against a market. And it is per- 
fectly easy to imagine conditions in which this pressure against 
capacity would continue for many years. Obviousiy in such an 
environment public policy should be entirely different from that 
which would follow from the doctrine that the American economy 
is fully mature and not liable to further expansion. Perhaps, on 
the other hand, the liquid nest-egg could operate to reduce the 
portion of income going to expenditure ; this case would rest, 
probably, upon the tendency for families to shift upward in the 
income scale in prosperity with a resulting tendency to save more. 

What will be the effect upon capital values? A very large 
proportion of these liquid assets are providing their holders with 
no return whatever at present. If they attempt to move in any 
sizeable amounts to income producing items, capital values can 
hardly fail to be buoyant. Indeed, the present pervasive increase, 
extending through equities, bonds and land, can be more con- 
sistently explained by the pressure of funds for investment than 
the more popular argument of a flight of funds in fear of inflation 
—which, if it were true, would hardly reduce interest rates. 


And, finally, what will be the effect of these accumulations upon 
the foreign economic relations of the United States? If they 
result in demand pressing upon output capacity, the spill-over of 
demand into markets abroad should prove to be considerable, and 
foreign buyers will find it difficult to get supplies. The dollar, 
in that event, should become an improved living companion. Like- 
wise, anything approaching a scramble for income producing 
assets might be likely to spill over into both foreign loans and 
equities. There is already developing, as a matter of reportable 
fact, a marked increase in the attention paid to investments in 
Canada, Mexico and off-shore islands. 


The singers of the purchasing power song have not yet pro- 


vided a clear analysis of the meaning of this major new fact in 
€ post-war United States. 
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American Notes 
Labour Battlefront 


The list of Presidential hopes which turn out to be hopes de- 
ferred is growing monthly longer. The latest of Mr Truman’s dis- 
appointments—to be candid, of his rebuffs—from Congress has 
been over the fact-finding boards which he has proposed as a 
means of settling industrial disputes which have got beyond hope 
of any orthodox settlement. In a message to Congress on De- 
cember 3rd, Mr Truman said, and said it very loud and clear, 
that legislation giving statutory authority to the boards was 
urgently needed before the Christmas recess: but, like the 
little fishes, “They would not listen to advice.” The 
Senate Labour Committee has postponed further hearings on the 
measure until Congress reconvenes half-way through January. 
In consequence, the President has taken the second best way out. 
He has appointed a fact-finding board to inquire into the General 
Motors strike, now over a month old, and will soon appoint 
another to look into the wage claims of United Steelworkers, who 
are threatening to strike by January 14th. But he has been able to 
do so only under the War Powers Act, and the boards will have 
no power to demand material evidence or to subpoena witnesses 
from either side. They will depend entirely on the co-operation 
they receive from both sides. 

Indeed, although both sides in the General Motors strike have 
pledged their co-operation, it is extremely doubtful if anyone, 
except possibly the President himself, hopes for any constructive 
result from their work. The leadership of the Congress of Indus- 
trial Organisations, and Mr Philip Murray in particular, has not 
ceased to complain against the new “anti-Labour” turn of 
Administration policy. In fact, Labour has probably a good deal 
less to fear from the loss of strike-initiative through the pro- 
posed three-week “ cooling-off” period, than management has 
from the loss of its business secrets to the fact-finding boards. 

The motives of each manceuvre are, from this distance, very 
difficult to assess correctly. But it might be at least possible that 
the seemingly naive letter to Mr Attlee from Mr R. J. Thomas of 
the United Automobile Workers was actually made with the idea 
of drawing attention to the steadfast distaste which General Motors 
has shown against any third party—Government, unions or even 
stockholders—being let in on its costs and profits secrets. The 
implication, of course, is that they cannot risk open inquiry into 
the workers’ contention that a 30 pet cent wage increase would 
still leave vast profits for management well above pre-war levels. 

From reports hinting that the Truman scheme will get long and 
hard gruelling in Congress, it might therefore be deduced that 
business lobbies in Washington are hoping and working for a 
deferment of the fact-finding legislation so protracted that the 
spread of uncontrolled strikes would force the Administration 
into open war on the CIO in order to save reconversion from 
utter chaos and deadlock. 


x *x * 
Mr Truman Proposes a Merger 


The President’s message to Congress recommending an 
immediate start on a programme of unification of the armed 
services will bring to an end many weeks of stormy hearings in 
the House Naval Affairs and the Senate Military Affairs Com- 
mittees. It is expected that both the Army, which is for, and the 
Navy, which is against, will now accept the Administration posi- 
tion and remove their differences over this highly controversial 
issue from a public to a private level. This will be rather a bitter 
pill for the Navy, which is traditionally hostile to what it considers 
an absorption of its own identity into the Army. The Navy Secre- 
tary, Mr Forrestal, most forceful exponent of the Navy point of 
view, only a few days ago reappeared before the Senate Military 
Affairs Committee to submit the Navy Plan for National Security, 
which provided for two separate Departments, as at present, with 
a third for Air to be added at the discretion of Congress. Mr 
Forrestal had previously advocated a study of the whole problem 
of national security in the light of new weapons—to be completed 
by July 1, 1946. 

There were few departures in the President’s message, which 
broadly followed the proposals of high Army officials in its reason- 
ing and in its plan. Certainly, the position Mr Truman took 
was no surprise. In his message to Congress on September 6th the 
President announced that a programme of national security which 
he would shortly submit would include proposals for unification. 
And while he was still a Senator he saw “open invitation to 
catastrophe ” in what he called the “ scrambled professional mili- 
tary set-up.” Under the President’s plan a single Department of 
National Defence would be established—with a civilian Secretary 
for National Defence at its head. At the disposal of the Secretary, 
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who would be a Cabinet Member, would be a civilian Under- 
Secretary and several civilian Assistant Secretaries, under at least 
three of whom the three branches of national defence would 
function. Mr Truman assured the Navy that it would retain its 
own carrier-borne and water-based aviation and that the Marine 
Corps would remain as integral a part of the Navy under the 
new plan as it is at present. The Chief of Staff and the commanders 
of army, navy and air would together form an advisory body to 
the Secretary for National Defence and the President. Mr Truman 
wisely thinks of unification as a continuing process that must 
emerge gradually “in the comparative leisure of peacetime ” from 
a favourable structure. From that point of view, it is the function 
of Congress to provide the structure. 


* * * 
Back to Housing Controls 


The endless battle over controls looks like shifting more 
and more into the field of housing. Mr Truman’s latest step in 
approving recommendations of the Office of War Mobilisation and 
Reconversion for priorities on building materials and ceiling 
prices on new and old houses has swung the pendulum of control 
back even beyond where it was at the end of the war. This is 
due in part to fear of inflation, which may well start in rising 
house prices and also to growing dissatisfaction among ex-soldiers 
promised “homes at reasonable values” by the “GI Bill of 
Rights,” but returning to find a housing shortage desperate for 
all but the very rich. 

But the battle of the controls will go on. The National Associa- 
tion of Real Estate Boards has called the legislation pending 
before the House Banking Committee which provides for ceiling 
prices on old and new houses “a dangerous step ”"—even though 
it will presumably be based on the principles proposed to OWMR 
by the eminent committee of three (Mr Blandford, National 
Housing Administrator ; Mr Chester Bowles, of the Office of Price 
Administration ; and Judge Collet, of the Office of Economic 
Stabilisation). These include a generous cost-plus formula for new 
houses and a maximum fixed on the price at the first post- 
legislation sale for old houses. With a loud and determined lobby, 
the real-estate interests can certainly put up a spirited opposition 
if they choose. Back in mid-October, in spite of strong OPA 
pressure, they succeeded in getting removed the War Labour 
Board’s L-41 Order, which gave priority to building materials 
for houses costing $8,000 and less. 

Mr Wilson Wyatt, the young and relatively unknown ex-mayor 
of Louisville, Kentucky, whom the President has appointed 
“housing expeditor” attached to OWMR, has taken on an 
immense job. Exactly what powers he will have and how widely 
they will extend it is difficult to see. The efforts of the Adminis- 
tration on the subject of housing are already dispersed among a 
bewilderingly large number of departments—from the Office of 
Price Administration, now putting some local price-ceilings on 
building materials, to the Surplus Property Administration, 
which presumably will have the job of speeding the release of 
Government materials and of war workers’ temporary homes, 
chiefly for the benefit of ex-soldiers. Meanwhile, Government 
credit agencies are working on schemes to curb unsound lending 
for house-ownership. 

With evictions this year already treble the 1943 numbers (sale 
being more profitable than rent), and with demobilised veterans 
and homing war workers clamouring for somewhere to live, the 
cry for a “ Housing Dictator” may yet be repeated. 


* * * 


Intervention by a Good Neighbour 


It is not at all surprising that Uruguay, small in size, 
feverishly democratic in tradition and situated directly across 
the Rio de La Plata from Argentina, should be the most sceptical 
among the Latin American republics of the value of non-inter- 
vention as a Pan-American policy. At any rate, it is from Uruguay 
that a proposal to substitute multilateral collective action has 
come. In a 2,500-word document presented to foreign repre- 
sentatives in Montevideo, Dr Laretta, Foreign Minister of 
Uruguay, has proposed that such collective action would be justi- 
fied when there is a “notorious and repeated violation by any 
republic of the elementary rights of man and of the citizen,” and 
when the internal conduct of any American state threatens the 
peaceful democratic development of the hemisphere. 

With rather surprising alacrity, Mr Byrnes, the US Secretary 
of State, gave the Uruguayan proposal “the unqualified adher- 
ence” of his Government. “ Oppressive regimes” in the hemi- 
sphere, he said, “ must not be shielded by the established prin- 
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ciple of non-intervention.” The only other republic which thus 
far has taken a public stand is Argentina, which was, of Course, 
the specific object of the Uruguayan proposal. To make the 
Argentine position clear beyond the shadow of a doubt, the 
Foreign Minister, Sehor Juan Cooke, denounced the proposal by 
short-wave in Spanish, English, Portuguese and _ French, 
Argentina, at least, would never submit to the “ affront ” of foreign 
intervention, which Senor Cooke called a violation of inter- 
national law, of Mr Roosevelt’s good neighbour policy and of 
past Pan-American agreements. 

The State Department stand came, in fact, as something of a 
shock even to the most devout adherents ‘of interference jn 
Argentina. For it involves a sharp break with the good neighbour 
idea which Mr Roosevelt slowly and laboriously cultivated to 
break down the hostility and fear of intervention which was the 
natural, if unfortunate, result of rather misguided use of 
American marines in the Western hemisphere early in the 
century. Even with its expressed principle of non-intervention, 
the good neighbour policy has been viewed with a certain amount 
of cynicism as “ Yankee Imperialism” in a new, more subtle 
shape. And since the United States is stronger than all the other 
republics together, it is not at all unlikely that the Latin 
American countries more fortunately situated than Uruguay may 
secretly view Mr Byrnes’s “ unqualified adherence” as “ Yankee 
Imperialism ” in still another dress. 


The difficulties of defining a regime that is Fascist in the 
accepted sense cannot be denied. But the dangers inherent in 
attempting to shape standards to fit countries at different stages 
of political and social development have been clearly enough dis- 
played in the post-war months to warrant a more cautious course 
than Mr Byrnes has advocated. The solution may be found in the 
area between the State Department stand and the recent state- 
ment of Mr Connally, chairman of the Senate Foreign Affairs 
Committee, which went to the opposite extreme in sponsoring a 
hands-off policy for the Argentine. 


* * * 


Food Packages for Europe 


One of the most welcome projects to come to light recently 
is an organisation established to enable inhabitants in America to 
ship food packages to Europe. American Remittances to Europe 
has been formed by 22 existing voluntary agencies to merchandise 
and sell throughout the United States food packages which, 
according to present plans, will be made up of thirty full meals, 
or 40,000 calories. By this standard each meal will actually contain 
caloric value equal to the daily rations of many Europeans. The 
non-profit organisation hopes to be able to purchase surplus army 
rations for at least part of its stock. 


While Europe’s hunger cannot be satisfied on any voluntary 
basis, one dare not begin to count how many individuals may 
get thirty full meals as a result of this plan, originating, as it 
does, in a land where food is unrationed and abundant and where, 
when appeals have been made directly to the public, the response 
has always been generous. The pathetic recipients, so umac- 
customed to 1,333 calories at a time, would probably stretch each 
package out from thirty meals to thirty days of meals. If the 
project is a success, it is to be hoped that Mr Nelson will attempt 
to canalise the food where it is most needed. 


Another indication of growing concern in America over Europe's 
desperate food shortages—which on the surface at least appears to 
be less disinterested—is an appeal to the President by thirty-four 
Senators (out of a total of 96) to relieve “the appalling famine in 
Germany and Austria.” The Senators requested that orders be 
given to US armed forces to raise food rations above “ the present 
starvation level in the US zone” and to restore immediately mail 
and postage service, presumably to make possible the sending of 
packages. They also suggested that negotiations be started to open 
the Russian zone to American food shipments. For the other areas 
of Europe they asked that an independent American relief agency 
be created to provide relief even beyond the assistance being 
furnished by Unrra. 


It seems almost brutal to criticise anything that can be done 
to increase rations anywhere in Europe, but it is still difficult to 
see why an independent relief agency is necessary to function 
side by side with Unrra. The whole concept of Unrra, imperfect 
as it may be, was designed to make it possible for relief to be 
furnished on a United Nations basis. It would seem, therefore, 
that if the Senate has been convinced by recent Unrra hearings 
of the disaster threatening Europe, the logical outlet for its com- 
passion should be a contribution to Unrra even greater than the 
large amount already passed by Congress. 
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WORLD 





A Flourishing Cotton Industry ? 


HE cotton industry’s working party is now in the throes 

of formulating proposals for reorganisation in accordance 
with the objective, set by Sir Stafford Cripps, that the “ Govern- 
ment are determined that the cotton industry shall once more 
become a flourishing industry.” The working party has received 
a mass of evidence on every aspect of technical efficiency and, 
if all goes well, it hopes to report to the Government by the 
end of January. Few will envy Sir George Schuster his task 
as independent chairman. This most complex and confusing of 
industries has hitherto defied all attempts at thorough re- 
organisation, whether from without or within. With the possible 
exception of coal mining, there is no industry about which so 
much has been written, with so little effect. Its maladies have 
frequently been diagnosed—many of the criticisms made by 
the Balfour committee in 1926 or by the Clynes committee in 
1930 are still applicable in 1945. Yet in spite of a plethora of 
plans, the cotton trade has remained unplanned. The industry’s 
own scheme, put forward by the Cotton Board’s post-war com- 
mittee, suffered from the defect that, being based on com- 
promise and subordinating all considerations to the interests of 
“harmony ” and “ unanimity,” it tended to evade many of the 
more controversial or difficult issues. The working party will 
need to face these issues fairly and squarely, if it is to do more 
than just produce another report, for the industry needs a 
surgical operation. Sir George Schuster will undoubtedly wield 
the surgeon’s knife with dexterity, but he will also need courage 
and ruthlessness, if he is to get to the root of the trouble. 

Lancashire, it must be recognised, is in a better frame of 
mind for a major operation than at any time in the past thirty 
years. Sheer necessity, in the form of labour shortage, is forcing 
a new outlook in the industry. The pace of progress, admittedly, 
is slow, but it can be seen tangibly in the development in the 
last few years of welfare arrangements (which hardly existed 
before the war) and in the growing interest in research and 
experiment which the Cotton Board has done much to foster. 
Lancashire people, whether employers or operatives, are still 
hypersensitive to criticism and tend to be on the defensive when 
outsiders discuss their affairs. Resentment in certain sections 
at the Platt Report’s unfavourable comparisons of British and 
American efficiency was created, not because the charges 
were not admitted, but because the outside world started throw- 
ing stones. In the same way, the Cripps scheme for the working 
party was originally unpopular, as it was felt that it had been 
foisted on the industry from outside. And although the more 
progressive sections in cotton are coming to accept the need 
for change, there is still a very large element of conservatism. 
Indeed it is probable that left to themselves, the producers find- 
ing a sellers’ market for the first time since the end of the last 
war, and with an assured outlet for their goods, both at home 
and abroad, for three to five years, would neglect to bring about 
the technical reforms which are vitally necessary if the industry 
is to “ flourish” beyond the immediate post-war period. 

In. fairness it should be added that the industry’s present 
difficulties are not entirely of its own making, though it must 
take its share of blame. It has proved insufficiently flexible in 
the face of changing circumstances. The rapid growth in the 
nineteenth century ; the foolish over-capitalisation and dissipa- 
tion of reserves after the last war; the loss of export markets 
during the depression ; and the effects of the war in reducing 
capacity and depleting the labour force—the cumulative effect 
of these factors induced an atmosphere of defeatism and stag- 
nation, which has not yet been dispelled. The average mill is 
old—those which were built in 1912 are looked upon as modern 
—the average mill manager, especially in the small spinning 
firms, is old in years and in outlook—cotton, like coal, exported 


its managerial capacity between the wars. The operatives, too, 
are getting old, and their present average age is 43, compared 
with only 30 before the last war. Without new buildings and 
equipment, with a lack of young brains and enterprise, and 
without young workers, it is not surprising that the Lancashire 
cotton industry should find it hard to readjust and reorientate 
itself to the needs of the post-war situation. 


* 


The situation, however, is not one of unmitigated gloom. 
Apart from the more progressive trends already referred to, 
there are plenty of physical signs of recovery. The latest 
production figures were distinctly encouraging. and were due 
to the recent improvements in the labour situation. The spinning 
industry is now working at about two-thirds of its full capacity, 
with 24 million of its 39 million spindles running and the speed 
at which concentrated mills can be reopened depends entirely 
on the availability of labour. Recruitment is being stepped up, 
and is now at the rate of 750 a week compared with about 250 
in February. The net intake, however, still falls far short of 
requirements, and is insufficient to offset the very high rate of 
wastage of about 40 per cent. Between February 5th, when the 
recruitment drive started in earnest, and November 28th, more 
than 23,000 vacancies were filled in the spinning, doubling and 
weaving sections, including 6,295 workers without any previous 
experience of cotton. Most of these new workers came from 
munitions works and aircraft factories in the North-west region 
and whether their entry into cotton implies a growing sense of 
confidence in the future of the industry, or is due merely to the 
absence of any alternative choice, the fact remains that these 
newcomers, after a rapid training in the mills, have settled down 
quite satisfactorily. 

Of the total number of workers placed between February 
and November, 10,288 ex-cotton operatives and 2,991 
inexperienced workers were placed in spinning; the 
figures were 486 and 255 in doubling, and 5,142 and 2,049 in 
weaving. Until VJ-Day the Ministry of Labour was using its 
powers of direction fairly extensively, but since that date on a 
restricted scale. The effects of the relaxation of controls on the 
labour supply cannot be anticipated. It is not, however, expected 
to make very much difference, for the Essential Work Order has 
not been very effective in freezing workers and stopping wastage. 
So long as the average age of the operatives is high and so long 
as there is a preponderance of married women, a high rate of 
wastage is bound to continue, and obviously unless it can be 
reduced, the efforts at recruitment will be largely wasted. 

It has been estimated that for full production—without 
any changes in prevailing methods—something in the order of 
200,000 additional workers are required. The pre-war total 
labour force of 387,000 was reduced by about one-third during 
the war. The Evershed proposals for raising wages and im- 
proving the status of cotton spinners should help not only to 
make the industry more attractive to new entrants, but should” 
ensure a more stable and productive labour force. But the recom- 
mendations have yet to be accepted and ‘put into effect by the 
industry, and a similar scheme is needed for the manufacturing 
and other sections. Schemes for improving welfare, medical 
services and amenities in general will help. But when industries 
are competing in a free labour market, cotton’s chances of 
success in the generai scramble for labour would seem slender. 
The only solution is to increase productivity and to ensure that 
as much, and more, output is obtained from a smaller number of 
operatives, which would make it possible to raise wages still 
further. 

This, in a nutshell, is the problem which the working party 
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has to tackle. PMH cannot be increased without a drastic over- 
haul of the industry’s structure, finance and methods of pro- 
duction ; new machines cannot simply be introduced into the 
mills as they are to-day organised. The structure of the cotton 
industry is still, in most respects, archaic and anarchic, with a 
medley of firms of varying size and efficiency. The comment of 
the chairman of the Joint Committee of Cotton Trade Organisa- 
tions in 1930 about the reasons for Lancashire’s failure to meet 
foreign competition is relevant to-day, even though the setting 
is different : 

“ We have more than three thousand separate firms all struggling 

for existence in the face of keen and highly organised com- 
petition. Ir is like sending out a vast fleet of boats of all sizes 
and ages—some are battleships and some are tubs—under as 
many admirals as there are boats, to meet a modern navy of 
efficient fighting ships, organised in squadrons and controlled 
by a single intelligence.” 

Since that time, of course, there has been considerable progress 
in rationalisation of the spinning section, but there is still need 
for integration and for amalgamation of firms. In all, 276 
spinning firms own 454 mills, with a total spindleage of 39 
millions ; nearly a third of these mills have less than 60,000 
spindles each, and less than half have more than 90,000 spindles. 
In manufacturing there is more excess capacity and the majority 
of the firms are small family or private concerns, producing too 
great a range and variety of products for efficiency. In 1,410 out 
of a total of 1,450 weaving sheds owned by 900 firms immediately 
before the war, more than half operated with fewer than 300 
looms and only 7 per cent had more than 700 looms. The total 
number of automatic looms in the weaving section is only § per 
cent, compared with 95 per cent in America. A similar position 
is found in the finishing section, where a few large combines 
co-exist with small private firms and where, out of a total number 
of works of 593, only 64 employed more than 200 people. A 
relatively small number of firms are vertically integrated—that is 
undertaking both spinning and weaving, and in some cases their 
own merchanting. For the most part these concerns are efficient 
and enterprising. 


‘THE ECONOMIST. December 29, 1945 


It is, however, on the distribution side even more than on the 
producing side that the need for rat:onalisation is most urgent, 
Some 2,000 firms engage in the distribution of the industry’s 
products, varying from the merchant converters to the firms 
which specialise in the home and/or export trades. Before the 
war, there were 1,210 firms engaged in the merchanting of 
exports, but more than half the trade was conducted by 49 mer- 
chants between them, while as many as 904 firms competed for 
as little as 10 per cent of the trade. The same picture is obtained 
in the home trade, 6 per cent of which was handled by as many 
as 480 merchant houses. These facts provide sufficient proof— 
if proof be needed—of the extremely small average size of busi- 
ness in the merchanting stage of the industry. It can be argued 
that the small merchant is not necessarily less efficient, as a 
merchant, than the large firm. He has, at any rate, all the advan- 
tages of individual enterprise. But what cannot be gainsaid is 
the unfortunate reaction that a multiplicity of merchants has on 
the producing sections of industry, since it very largely inhibits 
any effective standardisation of output. Even if the small firm 
were the most economic unit in merchanting, regarded as itself, 
it would still impose an uneconomic scale of production on the 
other sections of the industry. 


Reform of distribution should be the corner stone of any 
programme for rationalisation in order to eliminate the alto- 
gether unnecessary number of intermediaries between producer 
and consumer and to end the hegemony of merchants, who with- 
out any financial responsibility in production are yet in a position 
to dictate to the producers what they shall produce. Only in this 
way can there be any effective standardisation of production, 
with the object of reducing the number of changes of count and 
ensuring continuity of production and thus enabling the 
economic running of machinery. 


Possible methods of reorganising distribution, together with 
other essential conditions for raising technical efficiency, such as 
amalgamations in the spinning section, re-equipment, double 
shift working, and centralisation of authority will be considered 
in a further article. 


Business Notes 


The Franc Devalued 


On December 26th the French Government at last announced 
its long-delayed decision to devalue the franc in terms of the 
pound and the dollar. The decision, as that to ratify the Bretton 
Woods Agreements, is widely taken as a victory of inter- 
nationalism over self-sufficiency. Now that the decision to devalue 
the franc has been taken, the questions are whether the new rates 
of frs. 480 to the pound and frs. 119.10669 to the dollar are 
broadly the right ones and whether they can be maintained. 


In view of the disOrganisation of the French economy, the dis- 
location of price relationships and the lack of adequate statistics 
it is impossible to give a definite answer to the first question. 
Two rough calculations can, however, be made, one based on 
Anglo-French wage parities and the other on price indices 
obtained by relating estimated money incomes in France to the 
estimated volume of production. If it be assumed that the franc 
was undervalued before the war and that the true rate was nearer 
frs. r50 than frs. 175 to the pound, the first calculation yields a 
rate of frs. 425 to the pound and the second one of frs. 620 or 
more, according to the assumption, made about the national 
income and the current rate of economic activity. The choice of 
fate, obviously, was not an easy one. The rate fixed hardly 
takes account of black market prices; for the black market 
can be expected to disappear gradually next year as supplies 
increase. Nevertheless, with the rate fixed somewhat above 
the one that results from a comparison of changes in 
wage rates in France and Britain since 1939, many French pro- 
ducts will still be expensive at present by comparisons with British 
prices. This is due to the under-employment of French industry 
and to the fall in productivity caused by under-nourishment, 
and, often, to the ¢ cerioration of industrial equipment. But both 
these factors should diminish in importance next year. For 
example, the expansion in the production of textiles has already 
prompted the Government to cut official prices. While, from a 
pure.y export point of view, the new rate may still seem somewhat 


disadvantageous at present, this need be no more than a tem- 
porary phenomenon. 

The second question, that is whether the franc can be held 
at its new level in a régime of free convertibility, involves a 
different set of considerations. The answer will depend not 
merely on French economic and financial policy, but also on 
what happens in Britain and in the United States. The pressure 
for higher wages in France still continues. If the supply of con- 
sumer goods could be increased fairly rapidly next year, with a 
consequent fall in black market prices—this has already started, 
especially in clothing—it should be possible for the Government 
to resist this pressure; but if there is no marked improvement, 
it may be extremely difficult to do so. Moreover, much will 
depend on the Government’s ability to control the volume of 
purchasing power in circulation by a rational budget policy, and 
by a system of priorities in reconstruction. This, too, will not 
be easy, if only because the Government has to grope in the 
dark for lack of adequate knowledge of the size and disposition 
of the country’s resources. 

From the British point of view, the devaluation of the franc 
was, of course, highly desirable, for it should lead to an expan- 
sion of French imports to this country. The failure of the 
Anglo-French financial agreement concluded last March to 
stimulate French exports to this country was due, in its initial 
phase, primarily though not exclusively to the shortage of export- 
able goods. Next year, exports would have been as effectively 
prevented in the absence of devaluation. Devaluation had thus 
become a prime condition for any new agreement that may 
take the place of the existing one at the end of next February. 
An undervalued franc, however, would have adverse conse- 
quences for Britain in that it would give French industry an 
advantage in international trade. But although the new rate of 
exchange would appear to give France a slight advantage on 
the basis of wage priorities, it is far too early to express a definite 
opinion about its merits. 


The rate of exchange of frs. 480 to the pound, however, only 
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applies (apart from metropolitan France) to Algeria, Tunisia, 
Morocco, the West Indies, and Guiana. In the remainder of 
France’s African possessions it has been fixed at frs. 282.35 
to the pound and frs. 70.06 to the dollar. And the rate ruling 
in New Caledonia, New Hebrides and French Oceania has been 
left unchanged. The reason for discrimination is no doubt to be 
sought in a policy designed to maximise the foreign exchange 
earnings in primary producing countries 


* * x 


Coal Compensation Complexities 


Coal shareholders will study sections 9 to 13 of the Coal 
Industry Nationalisation Bill in vain for any specific guidance 
on compensation. At the end of their labours they will have 
some idea of the complex machinery of valuation, but none of 
the amount of compensation ¢n individual cases nor of the date by 
which it is likely to be paid. Compensation is to be worked out 
for two separate classes of assets—“ coal industry assets ”—which 
can be defined shortly as those assets which are taken into account 
in the coal industry district wage asceifainments and subsidiary 
assets. Coal industry assets will be compensated on 
the basis of net maintainable revenue and when the Arbitral 
Tribunal has determined the proper global figure this sum 
will have to be split among the valuation districts and then among 
individual proprietors in each district. For each of the under- 
takings acquired by the National Coal Board, the Miunister of 
Fuel and Power will determine the proportion of its assets which 
will count as “coal industry assets” for compensation purposes ; 
his decision, if challenged, will be remitted to two accountants, 
and if these fail to agree will finally go to arbitration. At this 
stage, therefore, the global figure of compensation for coal industry 
assets, and the proportion of the assets of each “ compensation 
unit,” which rank for a share in the global figure, will have been 
worked out. 

The next step is to break down the global figure ; this will be 
done in two stages. The first task is to apportion to each valu- 
ation district its share in the aggregate compensation for the in- 
dustry ; this will be carried out by a Central Valuation Board, in 
consultation with the interested parties. Secondly, District Valu- 
ation Boards will allocate compensation among the various units 
in their districts. The District Boards will distinguish between 
“coal industry value ” and “ value for subsidiary purposes ” in the 
individual undertakings. And the value of each undertaking is to 
be based on a free sale between willing buyer and seller on the 
date when the National Coal Board takes over, without any 
allowance for the fact of nationalisation. 


* 


It is worth recapitulating these various processes. First, the 
Arbitral Tribunal will fix the global compensation for the “ coal 
industry assets.” Secondly, the Minister will distinguish in each 
individual case between coal industry and subsidiary assets. 
Thirdly, the Central Valuation Board will distribute the global 
compensation to the valuation districts. Fourthly, the District 
Boards will value their undertakings, again distinguishing coal 
industry and subsidiary assets ; coal industry value will be com- 
pensated proportionately between undertakings in each district, 
out of the total sum allocated to the district ; subsidiary asset 
value will be paid in full on the basis of a free sale. 


To suppose that this compensation process will be completed 
before the two years’ period allowed for interim income pay- 
ments in cash has expired would be Optimistic. It is quite im- 
possible to hazard any guess about the outcome of compensation 
negotiations for individual companies and their shareholders. For 
example, Bolsover Colliery and Horden Collieries give the value 
of their colliery assets quite clearly for balance-sheet purposes, 
but such book figures afford no guide to the amount of compen- 
sation which may eventually be paid for the assets. Again, Powell 
Duffryn and Sheepbridge each show a mixed item for collieries 
and other assets—some of the latter will be valued “for sub- 
sidiary purposes ” under Part I of the First Schedule to the Bill, 
and others may be assets which can be transferred at the option 
of the Coal Board or of present owners under Part II of the 
Schedule (such as stores, houses and brickworks), while yet 
others (such as merchanting properties) may be transferable under 
Part III at the Option of the Board or of present owners, with 
provision for arbitration in case of objection on either side. 

There are two separate problems here ; for, quite apart from 
solving the unknowns in the successive stages of compensating 
coal industry value, calculations of assets “valued for sub- 
sidiary purposes ” rests on the extent to which the Coal Board and 
the existing owners exercise their respective options under Parts 
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II-IV of the First Schedule. Much of this uncertainty will, it is 
to be hoped, be removed by the Minister when the Bill is de- 
bated after the récess, for presumably the Board will follow a 
consistent policy about Part II assets throughout the industry. 


* * * 


Coal Penalties and Precedents 


Shareholders in other nationalisation groups will find some 
significant pointers in the Coal Bill about the kind of treatment 
which they may expect when their turn comes. Section 22 is par- 
ticularly important. It introduces the indefensible proposition 
(which will be hotly fought and should be overturned) that com- 
pensation stock should not be freely transferable and must be 
retained by the company receiving it, save in exceptional circum- 
stances. If the company is liquidated, compensation stock will be 
released from this ban—but many companies with a mixture of 
colliery and other assets will not, in all probability, be liquidated. 
If creditors (including debenture holders) are paid off, or a return 
of capital is made, the necessary amount of stock will be released. 
And if the company requires working capital, the Treasury in its 
discretion may allow stock to be sold*to raise liquid funds. But 
ir all cases, save payment of creditors—in liquidation, reduction 
of capital, or repayment of debentures—stock must be distri- 
butable in specie and not sold. And, even in these cases, unless 
the company applies to exchange into. negotiable stock, and the 
Treasury agrees, the compensation stock which is distributed will 
apparently be inalienable in perpetuity. 

This method of approach has been strongly criticised in recent 
issues of The Economist. It introduces an element of confiscation 
into nationalisation. So long as compensation stock must be re- 
tained by the companies themselves they will be unable to rein- 
vest in order to maintain their income, and consequently they may 
have- insufficient revenue to meet their dividends. It follows that 
compensation must be calculated by reference to this defect of 
non-transferability, and if equity is to be done it should be 
doubled if it is paid in blocked stock. Doubtless, the Arbitral 
Tribunal’s attention will be drawn to this point. It is astonishing 
that the Treasury has admitted a doctrine of “less eligibility ” 
for one particular class of Government stock. 


* 


Section 23 is of the greatest importance for all preference share- 
holders who may be affected by nationalisation. It provides for 
the adjustment of the interests of debenture and preference share 
holders in a company to give effect to their “ relative expectations 
of income yield from their respective interests.” In plain terms, 
this section implies that debenture and preference shareholders 
will not be repaid at par in a liquidation, as would ordinarily 
be the case, but that instead regulations will be made under 
which they will receive something nearer the capitalised market 
value of their income—presuming that compensation suffices for 
this purpose. Considerable delay, however, is likely to occur 
before this easement for holders of prior charges is effective. It 
rests, in the first place, on the acceptance of schemes of adjust- 
ment by “each of the classes concerned” (which surely include 
the ordinary shareholders) by no less than 90 per cent majorities. 
Failing agreement (and it is a safe bet that 90 per cent agreement 
by all the classes will be far from simple), schemes will be worked 
out and imposed by a tribunal to be set up under regulations for 
his purpose. 

The recent improvement in Bolsover 6 per cent first preference 
and 8 per cent second preference is thus explained. But 
Clause 23 has a wider application than coal preference shares. It 
also justifies the high premiums on electrical stocks, which have 
obstinately refused to succumb to the threat of nationalisation. 
Until the tribunals are set up, however, preference shareholders 
will only know that they will receive something more than repay- 
ment at par. It is impossible, at this stage, to guess what view. the 
tribunals will take of the proper compensation for debentures 
which are redeemable on or by some fixed future date, such as 
Powell Duffryn 4 per cent finally redeemable in 1966, or Horden 
54 per cent redeemable by 1952. But the principle introduced by 
Section 23 is as welcome as that contemplated in Section 22 is 
abhorrent. 


* x * 


Severance and Interim Payments 


Many iron and steel companies will lose their collieries in 
the National Coal Board. The modern integrated steel plant 
operates its collieries to provide the type of fuel best suited 
technically for its purpose at the lowest cost. It is strange that 
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the Bill partly recognises the cost factor, but is silent about 
supplies. Compensation will be paid for any increase in over- 
head expenses (but not direct costs) due to* the severance of 
collieries from other assets. Increases in costs will not, of course, 
be limited to a narrower spread of overheads—indeed, direct costs 
in many cases are likely to suffer a greater increase, though these 
will go unrequited. 

There appears, moreover, to be no obligation on the Board to 
continue the supply of coal from particular pits to particular 
consumers—including their present owners. Doubtless, this can be 
regarded as a matter of common business sense, which the Board 
would observe under its general responsibilities. But integrated 
plants require some greater assurance than mere general words 
of continuity of supply and of guarantee of qualty for 
purpose. The Board should be charged with specific obligations 
in these respects to satisfy consumers who formerly owned their 
own pits. 

Colliery and mixed companies will alike be affected by Section 
21, which confers the right to interim income to cover the period 
between the vesting of coal properties in the Board and the final 
settlement of compensation. For the first two years, interim pay- 
ments will be made in cash, but they are to be limited to one- 
half of the profits during the twelve months before vesting took 
place, computed on income-tax principles. And after two years, 
payment may be made in stock. 

Unless these interim payments are distributable free of deduc- 
tion of income tax, such a limitation on interim payments (even 
when it is eased for the more prosperous companies by an alter- 
native allowance of 2d. per ton) will produce hardship. Here 
is a Clear admission that compensation negotiations may well 
last over two years. During that time the Treasury, it seems, 
will play for safety, even if it means a serious disturbance of in- 
come to present owners—who will get neither their recent income 
nor their eventual income under compensation. To minimise this 
disturbance is quite simple; it only entails raising the proportion 
from the niggardly 50 per cent to, say, 80 per cent. If this even- 
tually turns out to be more than is justified by compensation pay- 
ments (when at last these are determined), the difference can be 
recouped from the payments themselves. 


* * * 


Christmas Currency 


Demands for currency this Christmas have not, it seems, 
fallen far short of the very high figures reached last year. Since 
the end of November, when the seasonal influence was first 
apparent, the active note circulation has expanded by no less 
than £52.3 million, reaching a fresh peak at £1,379.9 million 
on Monday last. This is a substantially larger efflux than had at 
first been expected. During October and November the circula- 
tion had fallen moderately, and, for the first time for some 
vears, had thus shown signs of resuming its normal seasonal 
rhythm. And the first Christmas demands were appreciably 
smaller than those of 1944. But in subsequent weeks the efflux 
was rather larger than last year’s. No exact comparison is possible 
with 1944, because last year’s peak was reached in the pre- 
Christmas Bank return, and that, being dated as early as 
December 2oth, did not reflect the full holiday demands. This 
week’s return, dated Boxing Day, was effectively made up on 
Christmas Eve. The efflux in the four weeks to that date, at 
£52.3 million, proved to be almost exactly the same as that in the 
three weeks to the apparent 1944 peak. The true peak for 1944 
must have been higher, perhaps by as much as four or five 
millions. 

This suggests that actual Christmas spending by the British 
public this year can hardly have been less than last year, and 
may have reached record propertions. At the end of last year, 
the secular trend of the circulation was still strongly upwards, 
and there is no doubr that the Christmas demands (which could 
not, in any case, be separated from the secular trend) were swollen 
by the spendings of American and other overseas forces in this 
country. The departure of these troops, rather than any new- 
found restraint en the part of the British public, apparently 
‘explains the more normal movements of the circulation in recent 
months. Even so, the trend “of the circulation should now be 
downwards. In the next two months, for the first time since 
before’ the war, the authorities may be able to consider the 
question of a reduction of the fiduciary issue. 


* * + 


Bretton Woods Voting Rights 


During the debate on the loan agreement, the Chancellor 
reinforced his defence of the elasticity clauses of the Bretton 
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Woods plan by a reminder that Britain will herself have a voice 
in the management of the Fund. “We shail be there,” he de. 
clared, “and so will the Dominions.” Perhaps on a future occasion 
he will be able to indicate what the balance of power in the Fund 
is likely to be in practice. Very little light on this problem can 
be obtained from a study of the Bretton Woods documents. The 
relative strengths of the individual member countries on the 
Board of Governors are, of course, already known. Each member 
appoints a Governor, who exercises the votes determined by the 
member’s quota in the Fund—that is, 250 votes plus one addi- 
tional vote for every $100,000 of quota. 

This formula has the effect of diminishing somewhat the power 
of the larger members relative to their quotas, and of increasing 
that of the smaller members If on a given issue all the American 
members on the one hand and the British Empire on the other 
each voted as a unit, the votes of the American bloc would be 
more than proportional to its quota, and those of the Empire 
less than proportional. The following table shows the distribution 
of votes and quotas between different groupings of states :— 


QUOTAS AND VOTING RIGHTS 





Capital Votes 
0 o/ 
/o /o 
of of 
$ mns. Total No. Total 
ee FE PE. eee. 8.800 100-0 100,000* 100-0 
* Big Five” 
SRS sebidid «cabs sds aes ok 2,750 31-2 27,750 27 -75 
EELS, | irish waPstetes tes org ees 1,300 14-8 13,250 13 +25 
aR ee ie dal 1,200 13-6 12,250 12 -25 
a ce 550 6°3 5,750 5-75 
SER. Ssc:s preteincs ates 2 ae ~ 450 5-1 4,750 4°75 
6,250 71-0 63,750 3°75 
DI EREOE 0. 5 <:0:40 moe 2,750 31-2 27,750 27-75 
Mexico, Cent. & S. America 485 5-6 10,045 10-0 
3,235 36 8 37,795 37 8 
Nie cae ia a ne ai 1,300 14:8 13,250 13 -25 
India & Dominions........ 1,050 11-9 11,750 11-75 
2,350 26 -7 25,000 25 -0 
eis. dizi Ai. Jive. 450 5-1 4,750 4-75 
NDS i cs tara sete 4S aka ie be 275 3-1 3,000 3-0 
I ia ideal bite void tae tisha 225 2-6 2,500 2°5 
950 «10-8 ~—=«*210,250—S—«:10-25 
* Assuming that Denmark’s quota (not yet fixed) is $50 mns., i.e., 


the same as Norway’s. 


These voting rights apply for all purposes, except on questions 
(under Article V) of waiver of conditions for use of the Fund’s 
resources or of depriving a member of the right to use them— 
in which case creditor countries get additional votes and deficit 
countries fewer votes. 

On many important questions, however, it appears that the 
balance of power among the executive directors will be of much 
greater significance than the balance in the Fund itself. The 
directors are to be responsible for the cogduct of the general 
operations of the Fund, and wide powers will evidently be dele- 
gated to them. Here the position is particularly difficult to assess. 
Of the 12 directors (the number may be raised to 13 or 14 if 
the largest creditor countries happen to be other than the “ Big 
Five”), five are to be appointed by the five main Powers, and 
will wield the full voting rights attaching to those Powers. Two 
directors will be elected by the American republics (other than 
the United States) and five by the remaining member states ; 
these elected directors will each wield only the number of votes 
that counted towards his election. At first glance, this might seem 
to imply that, unless the elections were unanimous, the voting 
power of states other than the “Big Five” would be watered 
down. Scrutiny of the complex provisions governing the methods 
of election, however, suggests that there will not necessarily be 
any such dilution. But the whole question, of obvious importance 
to the Empire, is difficult and obscure. No doubt it is receiving 
expert and careful study. If so, a public statement of the more 
important factual findings would be very welcome. 


* * * 


Issuing Houses Questionnaire 


The latest move by the Issuing Houses’ Association 
is scarcely less odd than the circumstances of its formation, 
announced three weeks ago. The project was criticised in these 
columns (on December 8th) and elsewhere on three grounds. 
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First, the initial membership was curiously circumscribed: it 
embraced those merchant bankers already linked together through 
the Accepting Houses’ Committee (and therefore included 
several houses which, in modern times at least, have never 
really acted as issuing houses at all), together with seven other 
City houses, yet omitted the very houses that have been mosi 
active in the field of domestic industrial issues in recent years. 
Secondly, though it was stated that other houses would be 
“invited” to join, nothing was said about the conditions of 
admission. Thirdly, only the vaguest indication was given of 
the objects of the new body. 

These circumstances, plus the fact that the whole plan had 
been fixed up behind closed doors—so tar as the excluded houses 
were concerned—were scarcely calculated to guarantee enthu- 
siasm. But it seemed just possible that the bad impression thus 
created was due to nothing more objectionable than clumsiness 
in handling the publicity arrangements and faulty assessment 
of City psychology. Had this been the case, however, the 
organisers might have been expected to make it good by promptly 
extending an open invitation to the excluded houses, with a 
frank statement of objects and principles. They have done 
nothing of the sort. Instead, circulars have been sent to certain 
houses (it is not known how many have been thus privileged) 
enclosing, not an invitation, but a questionnaire to be completed 
by those who care to apply. No further details are vouchsafed 
about the constitution of the association, and, what is worse, 
nothing is disclosed of the principles that an unknown governing 
body would apply in sifting the applications. 

Except at one point, the questionnaire is not formidable: 
virtually all the information can be gleaned from the Issuing 
Houses’ Yearbook, and will be already known to any well- 
informed office interested in the new issue market. The excep- 
tion is, however, important. Candidates are required to give 
capital and balance-sheet details—and some recently active issuers 
are private companies. They are expected, then, to disclose con- 
fidential data to persons unknown—but certainly their competi- 
tors—who will judge them on principles unknown for purposes 
unknown. Houses so rich in tradition as the members of the 
Accepting Houses’ Committee ought to be well versed in the 
ways of the City. But this is not the City’s way. If the City— 
and quarters west of it—jumps to the conclusion that what is 
there intended is to substitute a hole-in-corner restriction for the 
‘enterprise upon which its prosperity has been founded, the orga- 
‘nisers of the new body have at present only themselves to blame. 


* * x 


Commodity Intelligence 


When, in the summer of 1942, the British Association held a 
conference in London to consider the position of minerals under 
the Atlantic Charter, it arrived at the conclusion that the available 
intelligence services for raw materials were totally inadequate for 

-sighted planning and that an improvement of these services 
was one of the essential preliminaries to post-war reconstruction. 
In the intervening period a great deal has changed. The British 
Association meeting took place at a time when the raw material 
shortage of the United Nations was entering upon the most difficult 

iod and thus demanded careful planning. As a basis of this 
planning the Combined Raw Materials Board, formed a few 
ths earlier, developed raw materials intelligence services of 
own which far surpassed anything done before. Its raw materials 
rts, which were, of course, kept secret, were not confined to 
tistical surveys of production and requirements in the past. 
|They looked well into the future—usually for one to two years— 
‘took into consideration possible interruptions of supplies, con- 
sidered measures for desirable increases in production, took account 
of conservation and substitution problems and referred to any 
er developments which might influence the relation between 
pply and demand for individual products. These reports have 
roved of outstanding value, so much so that the Board proposed 
its last annual report to keep all its raw material reviews up to 
te with a view to facilitating post-war adjustments in the raw 
terial industries. 

As recorded in The Economist on December 15th (page 858), 

Board will be dissolved at the end of this year; its valuable 
work in assessing and planning the flow of materials may thus 
be discontinued. For agricultural raw materials (and this category 
includes raw materials of animal and forestry origin) provision 

as been made for continuity ; the Food and Agriculture Organi- 
tion of the United Nations has made it one of its foremost tasks 
to improve and perfect the existing intelligence services. It is not 
known whether similar steps have yet been taken for minerals, 
though in this field the need for improved intelligence services 
is, if anything, still more essential because for many minerals the 
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regular services available before the war were extremely poor and 
the widespread dislocations brought about during the war have 
greatly increased the need for better information. Never before 
has there been a better opportunity to close the existing gap. The 
CRMB has during the past three to four years performed a great 
amount of pioneer work which could with minor adjustments meet 
all the needs of the post-war world. It would be a serious loss if 
this work were permitted to lapse with the dissolution of the 
Board. One solution would be to entrust a group of experts with 
the task, pending the formation of the proposed Commodity Com- 
mission of the International Trade Organisation. 


* * * 
Year-end Prospects 


Before the war, the outlook for the money position on 
December 31st was always a matter of real moment for the 
discount market. Nowadays, so painless is the process of securing 
aid from the authorities to fill the void caused by bank window- 
dressing, the question is no longer one of gain or loss, but only 
of the market’s convenience. But this year-end, by the new 
standards, will be judged an inconvenient one. As December 31st 
falls on a Monday, the discount houses will not be able to 
relieve the position by postponing payments for Treasury bills 
until January, while collecting the proceeds of maturing bills 
before the turn of the year: all this week’s bills must be paid 
for by Saturday, and on Monday there are no maturities. 

In the circumstances, virtually the whole of the additional 
credit required for the year-end will have to come directly from 
the Bank, through the operations of the special buyer in the 
money market. As in previous years, there is no fresh call for 
money from the banks on Treasury deposit receipts, but as the 
position was similarly relieved six months ago, at end-June, there 
are nominally no maturities of TDRs. In fact, however, there 
will be a small release of funds on this account, as, owing to 
the incidence of the calendar, some TDRs issued in early-July 
mature before the end of the year. The mechanism of special 
buying now works so smoothly, however, that the market need 
never be worried at the prospect of pressure. Preliminary sales 
of bills to the authorities began on Thursday, and will continue 
until the final balance is struck. It is probable that the sales 
will be on such a scale as to absorb a large part, if not the whole, 
ef market portfolios of February bills. The market is already 
very short of January paper, except for bills dated very early in 


An Ounee of 
Faet... 


A ton of theory about economic distribution is 
being ventilated at present. Here is an ounce of fact. 


In the Wholesale Textile Distributive Trade it 
requires only 250 people (including everyone from 
executives to van boys) to distribute £1,000,000 
worth of merchandise per annum. No manufacturer 
can hold stocks and distribute direct to so many shops 
in all parts of the country at this low average rate. 


Distribution through the wholesale is fair to all. 


Issued in the interests of economic distribution by 
THE WHOLESALE TEXTILE ASSOCIATION 
75 CANNON STREET, LONDON, E.C.4 
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the month, which the discount houses take up for the particular 
purpose of having in portiolio bills of the kind the authorities 
prefer at the year-end. This ensures that the year-end credit 
inflation is quickly liquidated in the New Year. On this occasion, 
however, the probability of sales by the market of substanual 
lines of longer-dated paper suggests that next weck the 
authorities may need to take special steps to dry up the surplus 
credit. 


* * * 


Coal Production on the Continent 


The production.of coal on the Continent which, in a large 
measure, will determine the rate of economic recovery, has been 
steadily increasing in recent months. France has achieved an 
outstanding success in raising its output virtually to the pre- 
war level by the beginning of December ; during the first week 
of this month, production was at the annual rate of 45,000,000 
metric tons, against 48,000,000 tons in 1938. True, the improve- 
ment has been achieved largely by the employment of more than 
30,000 prisoners of war, and output per manshift is still well 
below the pre-war level. But this does not detract from the 
achievement. Belgium, too, has made progress and is now pro- 
ducing at about two-thirds the pre-war rate, while in Holland 
production has been stepped up to about one-half of its former 
rate. Not unexpectedly, least headway has been made in 
Germany, but even there production has been steadily in- 
creasing since the beginning of July. During the first week of 
that month output in the Ruhr district was 14 per cent of the 
weekly average of 2,496,000 tons recorded in 1938; by the end 
of last month production had recovered to two-fifths of the 
pre-war rate. 

In spite of these improvements, the Continent is‘ still 
desperately short of coal. France, for example, was led to expect 
imports at the rate of 1,000,000 tons a month from November, 
compared with an average intake of 1,900,000 tons in 1938. But 
deliveries were only 638,000 tons, that is a third of the pre-war 
total. American deliveries were 338,000 tons, against a scheduled 
amount of 525,000 tons ; German deliveries were 209,000 tons 
instead of the promised 404,000 tons; only British deliveries, 
at 91,000 tons, came up to expectation, though they were only 
a fraction of pre-war shipments. The Ruhr—and transport—re- 
mains the key to the Oontinental coal problem, for it is the only 
district that can supply the massive quantities needed for full 
economic recovery on the Continent. 

Meanwhile, much of the controversy about German production 
and its distribution could be allayed by the regular publication 
of the facts. 

* * * 


Double Tax Relief Procedure 


On Thursday last week the Finance (No. 2) Act received 
the Royal Assent. Part V of the Act, which deals with double 
taxation relief, and was analysed in a leading article in The 
Economist of November 17th, accordingly comes into effect two 
months after December 20th. The Inland Revenue have notified 
companies affected by double taxation relief (which will in future 
include reliefs formerly granted under the Dominion income 
tax rules) that the new provisions will apply to all dividends 
payable after February 2oth next year. From that date, dividends 
will bear deduction of the full rate of British tax and not the 
net rate. 

The Inland Revenue suggest that the companies concerned 
should print a memorandum on their dividend warrants in the 
following terms :— 

By reason of double taxation relief, the net United Kingdom rate 
of tax payable by the company is ......s. ......d. in the Under 
Section §2 of the Finance (No. 2) Act, 1945, tax is deductible by 
the company from this dividend at the full standard rate of ...s. ...d. 
in the £, but the rate at which any relief or repayment due may be 
allowed to a shareholder is limited to the net United Kingdom rate. 
As the article in November indicated, the benefits of double 

taxation relief will in future be reserved tor ordinary shareholders. 
The rebated rates of tax which preference as well as ordinary 
shareholders have hitherto enjoyed will disappear ; and if ordinary 
shareholders themselves are to benefit to the full, net profits, after 
provisions for normal reserves and taxation, will have to be divided 
up to the hilt. 

* + * 


P & O Fleet Finance 


Sir William Currie’s speech at last week’s meeting of 
P & O stockholders ranged widely over the problems of fleet 
replacement, which during the war have been a closed book. 
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A full replacement programme for the whole group, designed 
to protect their various trades, would involve  expendj- 
ture over the next five years exceeding the group’s pre. 
sent resources by £12 million. This is a notional calculation, 
but it sufficiently illustrates the order of magnitude of the 
group’s rebuilding tasks and entirely justifies their financial 
conservatism against the criticisms of some impatient stockholders, 
The post-war problem is to reconcile the present cost of new 
tonnage—10o per cent above the pre-war level—with a fair return 
on capital and the earning of satisfactory depreciation allowances 
over a normal working life of twenty years. The company’s 
accumulated depreciation funds (based, of course, on the pre-war 
level of building costs) cover no more than half of the present 
costs Of building. It is fortunate, indeed, that the company has 
accumulated the substantial tonnage replacement reserve of 
£9,292,241 ; it proposes, out of this reserve, to write down the 
cost of new ships to the basis of estmated post-war tonnage costs, 
under stabilised conditions, 

This method will avoid the necessity for making unduly high 
provision from current earnings for interest and depreciation on 
tonnage built at swollen costs in the immediate post-war period 
to meet urgent trade needs. The eventual level of building costs 
is a matter of some guesswork even for the most expert, and Sir 
William’s mention of a 50 per cent increase compared with the 
pre-war level was purely by way of illustration and by no means 
a forecast. Clearly, freights and passages will have to be raised 
if the company is to continue its fleet replacement policy—as it 
intends to do. 

Several of the company’s ships have reached the age of twenty 
years, and have exhausted their full wear and tear allowances, 
The ageing fleet will increase the company’s income-tax liability 
until old tonnage is replaced by new. And the new Income Tax 
Act allowances, as the chairman explained them, are not in any 
sense an additional relief for wear and tear, but only an anticipa- 
tion, in the earlier years of the new asset’s life, of benefits which 
would have accrued over a longer period under the old taxation 
arrangements. The company, very wisely, proposes to equalise 
the spread of the new allowances so that, in the later years of a 
new ship, the accounts will bear less depreciation to compensate 
for the increased tax burden when wear and tear allowances 
have been exhausted. 

The soundness of these long-term policies is self-evident. 
P & O is a going concern and intends to remain so. For that 
reason alone the chairman’s deprecation of recent attempts to 
estimate the value of the ordinary stock of this company (and 
of others) On the basis of break-up value is fully justified. Stock- 
holders can choose capital or revenue ; but they cannot have their 
cake and eat it. 

* * . 


Bill Market Records 


The flow of Treasury bills to the discount market, which has 
been rising steadily since 1941, has recently broken all previous 
records. In the three months to end-November, the market syndi- 
cate’s intake of bills at the weekly tenders aggregated £836 
million—some £330 million more than in the corresponding 
period of 1944 and more than four times the comparable pre-war 
figure. The progression of the war period deserves to be put on 
record. It is shown in the accompanying table, in quarterly aver- 
ages for “war” years. The figures are computed on the assump- 





Britt MARKET TURNOVER 
Quarterly Allotments by “ War” Years* 


£mn. 
Last pre-war quarter .........00. Ra eeeetssebennee cee 
Quarterly Averages :— 

38-39 ..... shiv cess Deen si seek «sicnco* ance 167 
i SiCcCetasehadsbadences chances s ons 6049 357 
SUE 618s w85'5 55515 Sebces's ce ses © cbtavesie 284 
PEED wc cccesevivnes beivedsvcddbosbeeusece 334 
BOTBHSS nc cwcnccccccccces Poesia ck Saeed . $75 
SED (USbWb 6WG8 o8lé ebb KEE de ws cdwsceenssss - 417 
BPRRAED » «0:0 s'9 00'00 00's Se sieht Bes eds Sales coccese 880 

PE STU, ED o.06n vce ceeeweves cove ceseeee 836 


*At tenders to end-August. 





tion, known to be substantially accurate, that since the early 
months of the war the syndicate has each week tendered for the 
full amount on offer, and, before that, for a fixed amount raised 
progressively from £30 million to £50 million. Allowance has 
been made wherever possible for the error that this basis in- 
volves in those few weeks in which the published percentage 
allotment applied to only a part of the market’s applications, im 
consequence of separate tenders for bills of differing currencies. 

The main reason for the recent large expansion is, of course, 
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the seasonal increase in the total amount of bills offered, which 
this year was spread over seven weeks and added £130 million 
to the total tender issue, compared with only £40 million last 
year. But this is by no means the whole explanation. In those 
seven weeks (included in the “ first quarter” figure given above) 
the market intake was £569 million, out of a total offering of 
£1,040 million. Allotments to non-market tenderers therefore 
totalled £471 million. In the seven weeks three months before, 
when the bills that matured during the period of larger offerings 
were being issued, the total offerings were £910 million, of which 
only £334 million went to the market and £576 million to other 
applicants. Absorption of bills by quarters outside the bill market 
was thus running at £15 million less per week in the later period 
than in the earlier. 

To some extent, this must certainly have been due to a slacken- 
ing in the rate of growth of the overseas sterling balances. In 
the three months to end-September, the latest date for which 
figures are available, they accumulated at the rate of £400 million 
per annum, compared with an annual rate of £560 million in the 
first half of this year, £615 million in 1944, and £643 million in 
1943, when the peak inflow occurred. It is curious, however, 
that the decline in non-market absorption of bills should have 
started abruptly at the very first tender on the new } per cent. 
discount basis (which was also the first tender for the seasonally 
increased offer). It is tempting to suppose that overseas holders 
of sterling promptly decided to switch from bills to bonds. There 
is some ground for thinking that this was not the explanation— 
not, at least, the whole explanation. But if the decline in non- 
market participation at the tenders is not sufficiently explained 
by the actions of overseas holders, the residual decline must be 
due to smaller official applications. Perhaps the authorities found 
they were securing, week by week, more than sufficient bills 
through the special buyer. Perhaps, too, they were supporting the 
short bond market. 


Rhokana Costs 


The accounts of Rhokana Corporation for the year to June 
3oth show the effect of the war upon normal Rhodesian copper 
production. It has been to increase the f.o.b. Beira cost of blister 
copper by some 61 per cent from £20 17s. 5d. per long ton in 
1938-39 to £33 12s. in 1944-45. Over the same period the cost 
of electrolytic has been raised by some 56.5 per cent to £36 Is. 6d. 
It is now possible to show with greater certainty the ill-effects of 
the change in mining methods at Roan Antelope upon that com- 
pany’s relative position. In 1935-39 its f.o.b. Beira costs were 
£2 os. 6d. per ton below those of Rhokana ; last year they were 
£5 18s. 9d. above. That is, Roan Antelope passes from a I0 per 
cent advantage to a disadvantage of 17} per cent. 

In the case of both companies it remains to be seen how costs 
are affected by the production cuts already in operation, which may 
have to be further increased. Meanwhile, despite falls in both 
tonnage treated and average grade, Rhokana revenue increased 
by £135,000 to almost £2,133,000. Interest charges were reduced 
by the final disappearance of the debentures but taxation on the 
profit of the year is estimated at £789,145 against £517,159 and 
it was only possible to maintain the dividend by reducing the 
appropriation to reserve from £422,800 to £300,000. These figures 
include the results of mining at Nkana and Mindola and a divi- 
dend from the Mufulira company, whose results are not yet known. 

The immediate future of the company will be conditioned by 
whatever arrangements are made for the control of the inter- 
national copper market and the basis of apportionment of pro- 
duction quotas. In the longer run, the reserves of the group are 
likely to be the determining factor. The undeveloped reserves at 
Nkana show considerable increases. 


x * * 


Control of Potash Supplies 


On July 21st last an attempt was made in these columns to 
assess the distribution of the German potash deposits between 
the various occupation zones. In the past, Germany was respon- 
sible for almost two-thirds of world supplies ; according to the 
Imperial Institute statistics its Output in 1938 was equivalent to 
1,832,000 long tons of K.O, compared with a world total of 
2,900,000 long tons. The distribution of its mines is therefore 
of international importance. The results of a study by Mr J. H. 
East, jun., mining engineer to the United States Bureau of Mines, 
which has now been released by the US Government agency, 
for the first time give an authentic picture of the situation. 
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According to Mr East, mines supplying 61 per cent. of 
Germany’s “normal potash production” are situated in the 
Russian zone of occupation; another 22 per cent are under 
British control, while the American zone contains 14 per cent 
and the French zone the remaining 3 per cent. The Russian 
supplies comprise the whole of the Preussag output, except the 
Baden mine, which is the only potash deposit in the French zone 
of occupation. It comprises further the greater part of the 
Wintershall output, part of the Burbach production and the 
whole of the Solvay supplies. The British supplies are made up 
of the two Kalichemie mines, the bulk of the Salzdetfurth 
supplies, except the Hattorf mine, which is in the American 
zone. It covers further that part of the Burbach supplies not 
under Russian control and the Berkmannssegen mine of the 
Wintershall group. The American holdings are concentrated in 
two mines, that is besides the Hattorf mine already mentioned, 
the Wintershall mine of the Wintershall concern. Russia is itself 
an important potash producer, and its mines in the Urals appear, 
indeed, to represent the largest source of the known international 
potash deposits. Together with the supplies from the smaller 
deposits in Poland, they will almost certainly be able to meet 
the whole requirements of Eastern Europe, and there is no 
reason why the Russian authorities should be interested in pre- 
venting shipments from their German zone of occupation to 
other parts of the world. 

The supplies available in the British zone of occupation are 
well in excess of the normal requirements of Great Britain. 
and, indeed, are in excess Of normal pre-war potash imports of 
the whole British Empire ; but allowance will have to be made 
for local needs, which were substantial in this zone. Meanwhile, 
there are indications that production of potash outside Germany 
is On the increase. Spain is now producing at the highesg, rate 
since the Spanish civil war. The United States and Palestine are 
still producing far in excess of their pre-war rate, and the French 
mines in Alsace, which have been over-exploited during the war 
and have suffered considerable damage in the last phase of the 
fighting, are producing again at the rate of 60 per cent of pre- 
war Ougout. An international potash shortage, however, can only 
be avoided if supplies from the Russian zone in Germany reach 
a high level, and this depends not only on Russian policy but 
also on a number of physical factors, especially transport. 


* * * 


Fish for Sale 


Britain is a maritime nation. With its extremely long seaboard, 
its numerous and first-rate ports, and its easy access to good: 
fishing-grounds, it might be thought that in fish supplies at least 
the nation would be more than self-sufficient. Yet it is not. If the 
average of the three pre-war years is taken, fish imports (includ- 
ing tinned and preserved fish) exceeded fish exports in value by 
a substantial margin. Making all due allowance for imports of 
tinned salmon—whose pre-war popularity is well measured by its 
present high points value under food rationing—this is not a 
satisfactory position. ' 

It is true that Britain’s traditional fish economy has been based 
on the export of cheaper fish, notably herrings. Between 1913 and 
1938 the volume of herring exports was almost halved, owing in 
part to growing competition from the German herring fleet. At 
the same time, the home consumer could not be persuaded to 
increase his appetite for most types of British-caught fish. The 
resulting decay of the fishing industry led to the introduction of 
an apparatus of Government supervision and assistance, concen- 
trated in the White Fish Commission and the Herring Industry 
Board. 

Now the activities of officially-sponsored agencies are being 
expanded. The Herring Industry Board, already empowered to 
help equip fishermen, is asking for powers to make loans for the 
provision of boats and other services. A special committee, repre- 
sentative of a wide range of interests, has been appointed to inquire 
into the programme of fishing research that should now be under- 
taken. Research into marine, freshwater, and shell fisheries can 
yield valuable results but it depends on the availability and train- 
ing of scientific staff. Progress is also being made by the Depart- 
ment of Scientific and Industrial Research with methods of pre- 
serving and handling fish, which can have extremely beneficial 
results in widening the fish market. e 

All these efforts are promising. But in the long-run the industry 
can only regain prosperity if it can recapture its export markets 
and persuade the British consumer, under normal conditions of 
abundant meat supply, to eat more fish. No one believes that 
fish is indispensable ; but more might become convinced of its 
quality when properly marketed and cooked. 
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GOVERNMENT RETURNS 


For the week ended December 22, 1945, 
total ordinary revenue was {58,660,000 
against ordinary expenditure of {122,479,000 
and issues to sinking funds of /210,000. 
Thus, including sinking fund allocations of 
£10,439,025, the deficit accrued since April 
[st is £2,063,177,000 against /2,444,407,000 


for the corresponding period a year ago. 


ORDINARY AND SELF-BALANCING 
REVENUE A AND EXPENDIT URE 


Receipts into the 
| Exchequer 
(¢ thousands) 


| Esti- 





Revenue mate, Apel — | Week | Week 
1945-46 fended ended 
| ° to | Dec. | Dec 
m4 ee | et 
1944 | 1945 | 
ORDINARY | 
REVENUE | | 
Income Tax ..... 1350000) 567,674, 611,070, 14,556} 22,463 
Gua bo 0000 008 | 80,000! 17,738) 16,899; 850) 1,050 
i state, etc., Duties 115,000) 78 631) 86,5435) 2,403) 5,602 
Stamps....---++- 19, 000) 10,81 1 17,584) 1,300) 1,490 
er 500, 000! 24,482) 25,608) 860) 530 
E.P.T. 372,615) 335,428) 16,806! 9,812 
Other Ink: and Re v. 1,000 177, 146 17) 5 


Total Inland Rev, 2065000 197 2128 1091278) 36, 792 58,952 


Customis@......- | 589, 000 4 27, ‘897 415,580) 12, 2,076, 10, 126 
Relee .ccccccces | 541,000 356,200 381,500 6, 000) 6,300 


Total Customs & | 
Bae ys sive Ses 1150000, 784,097, 797,080) 18,076, 17,026 





| 








Moter Duties ....| 50,000 
Post Office (Net | 
Receipts) tie se eve | os oes | eee 
Wireless Licences; 4,850, 2,740 2,850) ... ooo 
Crown Lands.... 1,000 720 650; ... oo 
Receipts trom Sun- | 
dry Loans..... 11,150 5,215; 7,387) | 964 
Miscell. Receipts..| 23,000) 63,817) 56,100 1,195) 1,717 


3265000 1954367 1967210 56,063 58,660 


6,650 11,864... | ase 





Total Ord. Rev... 





Sece-BALANCING 














P.O. & Brdcasting 114,100) 84,950 84,300) 2,000 2,100 
BOO onnécenpecs 5579100 2019517 2051510, 58,065, 60,760 
i Issues out of the 
\ Exchequer to meet 
| payments 
(£ thousands) 
Esti- 
Expenditure | mate, | April | April Week | Week 
{1945 46 e to | ended | ended 
| Dec. | Dec, | Bec. | Dec. 
m1 lel oe 
1944 | 1945 | 1944 | 1945 
Orvtnary | | 
EXPENDITURE | 
Int. & Man. of 
Nat. Debt. .... 465,000 309,020! 330,899) 2, 183 2,650 
Payments to N. 
NOs s0000- | 11,000 6,089) 6,662 356 
Other Cons, Fund | 
Services ....... 8,000 4313 4, 898 7 359 
Tete nc cedecees | 484, ‘000 319, 422! 342,459 2,546) 3,009 
Supply Services. . 5545282/4049142 3677488) 113320) 119470 
Total ..ccccesees 5827282 4568564 4019947 115866) 122479 








Sevr-BaLaNCING | 
P.O. & Brdcasting| 114, 100, 84,950 84,300) 2,000) 2,100 


Total’ .sccccseoes 5941382 4453514 4104247 117866) 124579 


j | 








4 change thas been made in the methodd of “showing 
an excess of Post Office Expenditure over the Post Office 
Revenue. Such excess is now included as ordinary 
expenditure under “ Total Supply Services" instead of 
being shown as up to July 24, 1945, inclusive, as a de- 
duction from ordinary revenue. 


After increasing Exchequer balances by 
£318,291 to £2,976,172, the other operations 
for the week (no longer shown separately) 


increased the gross National Debt by 
{64,408,452 to £24,319 million. 
NET ISSUES i thousands) 
Re Ee IETS oo Gn os coos cbGbRC ath oe vs nase 150 
NET RECEIPTS (¢ thousands) 
Oveneans Trade (.uarartees iota fawkes 89 


FLOATING DEBT 


(4 millions) 


Ways and 
| Trossury Means | Trea- 
Advances sury | Total 
Date | | De- | Float- 
Tl Taam | ea ae, 
| Ten- Tap | Public of y 
| der P | Depts. | Eng- 
land 





Not available 




















1945 | 
Sept. 22 |1690 -0 ke a 
» 29!) 4055-2 621-0| 17-7] 2122-0 | 6815-9 
Oct. 6 |1690 “0} Not available 
» 13 |1690 -0) J a 
» 20 |1690 0) » * 
27 |1710 -0| 2329-5, 603-1] ... | 2088-0 | 6730-6 
Nov. 3 |1730-0) Not available 
» 10 |1750-0} 4 ad 
» 17 \1770-0) vf 
» 24 (1790-0) 2296-2) 647 gj | 1843-0 | 6577-1 
Dec. 1 /1810-0 | Not available 
» 8 |1820-0 ie s 
» 15 |1820-0 | 5 ; 
» 22 1820-0) ‘i a 
TREASURY BILLS 
(£ millions) 
| Amount A _, 
Date ot ate Toca t . —| Rate Allotted 
Tender | a | of Allot- — 
| Applied meat 
| Offeres 1| a \Allotted! Rate 
| % 
~ 1944 0 | s. d. 
Dec. 2/1 110-0 | 205-4 / 110-0} 20 1-50 27 
1945 
Sept. 21 | 130-0 | 223-4 | 130-0} 19 11-48 4 
» 28 | 130-0 | 251-4 | 130-0| 20 0-04 31 
Oct. 5 | 150-0 | 244-7 | 130-0/ 20 O-l1 33 
» 12) 130-0 | 246-0 | 130-0| 20 0-12 32 
» 19 | 150-0 | 235-2 | 150-0] 10 1-60 | - 52 
26 | 150-0 215-4 | 150-0} 10 1-95 61 
Nov. 2 150-0 | 223-5 | 1500| 10 1-67 55 
» 9 | 150-0 | 233-3 | 150-0] 10 1-42 50 
» 46 | 150-0 | 253-5 | 150-0) 10 1-52 51 
» 23 | 150-0 | 218-1 | 150-0! 10 1-53 46 
» 30 | 140-0 216-4| 140-0} 10 0-29 54 
Dec. 7) 130-0 | 221-0 | 130-0 3% 
» 14. 130-0 209-4 | 130-0 46 
21 | 130-0 219-7 | 130-0 





On December 21 applications at £99 17s. 6d. for bills to be 
paid foron Thursday, Friday and Saturday of the following 
week were accepted as to about 33 per cent. of the amount 
applied for, and applications at higher prices were accepted 
in full. Applications at £99 17s. 7d. for bills to be paid 
for on Monday were accepted in full. £130 million of 
Treasury Bills are being offered for December 28. For 
the week ended December 29, the banks are not asked 
tor Treasury deposits. 


NATIONAL SAVINGS 
CERTIFICATES AND 3% AND 24% 
BOND SUBSCRIPTION 

(4 thousands) 








3% | 3% 2 
= N.S.C. | Defence | Savings aK 
- Bonds | Bonds Bonds 

1945 + 
Oct. 9 | 5,631 8,456 | 30,055 22,554 
ori ae 6,026 10,393 23,011 23,132 
, 23 6,474 9,490 | 23,957 24,873 
| ae 6,466 10,085 | 36,718 22,970 
Nov. 6 5,233 8,567 | 47,812 24,335 
ay 5,264 7,172 | 40,579 18,838 
” 20 4,737 7215 | 47,791 10,162 
~ a 4,588 | 6,799 40,297 6,343 
Dec. 4 4,089 5,869 | 52,824 7,327 
. 3,640 5,460 88,651 18,624 
* 18 | 3,119 4,756 150,362 27,478 
SS ee ee 
Totals | 
to date |1,499,412® | 944,640* 2,777,141t§ 3,419,545t§ 


* 317 weeks. t 260 weeks. 

§ Including all Series. 
Interest tree loans received by the Treasury up 
Dec. 18th amounted to a total value of £72,457, 165. 
Up to Nov. 24 principal of Savings Certificates to the 


amount of £283,670,000 has been repaid. 


GOLD AND SILVER 


The Bank ot England's official buying price for gold 
remained at 172s. 3d. per fine ounce throughout the 
week. In the London silver market prices per fine ounce 
have been 44d. for cash and tor two months. The New 
Youk market price of silver remained at 70§ cents per 


} 247 weeks. 


ounce throughout the week. Bombay bullion prices 
were as follows :— 
Gold Silver 
per per 
Fine Tolas 100 Fine Tolas 
1945 Re.-, 2, Rs. a. 
OS See 3s.) OS 133 12 
MPS cis W'EELNS Siecle Ss) 135 13 


See elthis 0 ¥24585 82 13 133 12 
in sackese sehen ene a | 134 2 
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RECORDS and STATISTICS 


BANK OF ENGLAND 
RETURNS 


DECEMBER 26, 1945 
ISSUE DEPARTMENT 


£ 
1379,941,893 
20,305,940 


Notes Issued : 
In Circin. ... 
In Bankg. De- 

partment .. 


“1400, 247,833 


i 
Govt. Debt... 11,015,100 
Other Govt. 

Securities ... 1388,316,250 
Other Secs.... 062,539 
Silver Coin ... 6,111 


Amt. of Fid. 

66 odes 1400,000,000 
Gold Coin and 

Bullion (at 


BANKING DEPARTMENT 


f 

Props’ Capital 14,553.000 

anna bam 3,295,170 

Public Deps.®. 5,275,992 
Other Deps. : 

Bankers..... 274,497,418 

Other Accts... 58, 487, 458 

332, 984, 876 

356,109,038 


* Including F.xc 
of National Debt an 


172s. 3d. per 
oz, fine)..... 247,833 
1400, 247,833 
f 
Govt. Secst... 313,469,838 
Other Secs. : 
Discounts and 
Advances... 8,413,698 
Securities.... 13,553,808 
21,967,501 
ee 20,305,940 
Gold & Silver 
Cosa ck ius 565,759 
~ 356, 109, 038 


uer, Savings Banks, Conmunissioners 
Dividend Accounts. 
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capital £14, 553,000, 


Fiduciary issue raised from £1, 300 million to £1,350 


million on July 3, 1945. 


PROVINCIAL BANK CLEARINGS 
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Week | Aggregate 

Ended | from Jan. 1 to 

| Dec. Dec. Dec. | Dec. 

| 23, 22, 23, | = 

| 1944 1945 1944 | 1945 
Working days :— 6 | 6 302 | 301 
Birmingham....... | 1,577 | 2,346 | 88,827 | 92,069 
Bradford.......... 1,492 | 1,434 | 91,606 | 26,855 
Bristol.........+.- |} 729!) 653 | 33,663 | 35,110 
no ahae aah d | 698 | 733 | 29,775 38,294 
LMEDE Beivanise cies 1,025 | 1,366 | 58,286 | 62,353 
Leicester.......++. | "852 | 1,101 | 40,926 | 45,265 
Liverpool ........- | 5,105 | 6,433 | 260,804 | 262,618 
Manchester.......- | 3,214 3,632 | 166,813 | 183,077 
Newcastle......... | 2,079 | 2,206 86,999 | 93,994 
Nottingham....... | 501 503 20,694 | 23,842 
Sheffield .......... | 1513) 1,132 | 46,128 | 46,880 
Southampton. ..... | 253 191 | 8,158 | 9,777 
12 Towns......... 19,038 | 21,730 932,679 | 1010,124 
ee ee oe 7,452 9,385 | 391,539 430,936 
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COMPANY MEETINGS 
Dee en 


THE ROVER COMPANY, 
LIMiTED 


£20,000,000 WAR TURNOVER 


The fiftieth ordinary general meeting of 
the Rover Company, Limited, was held, on 
the 19th instant, at Solihull, Birmingham. 
Mr E. Ransom Harrison, F.S.A.A., presided. 

The following is an extract from his 
speech, circulated with the report and 
accounts: —This is a very happy occasion. 
As well as being the first meeting since the 
cessation of hostilities, the company is today 
holding its fiftieth annual general meeting 
and I am sure you will agree that we have 
every reason to be proud of our first half 
century. It is with gratitude and satisfaction 
that at the end of six years we present a 
balance sheet which is no less satisfactory 
than when we discontinued our peacetime 
activities in 1939. 


WAR PRODUCTION 


During the past six years this company 
has taken a very prominent part in the 
manufacture of all types of war-time equip- 
ment. Our total turnover from the outbreak 
of war up to August 4th last, excluding the 
shadow factories, was well over £20,000,000. 
During that period we employed in our com- 
pany, including the Government shadow 
factories which were under our management, 
over 21,000. The total wages paid to the 
workmen in our company, excluding the 
shadow factories, was nearly £10,000,000. 
During this period we carried on our 
activities in eighteen different factories and 
premises and in addition we controlled and 
managed six Government shadow factories. 
We took no insignificant part in the early 
development of the jet propulsion engine, 
which has lately created a record speed of 
606 miles per hour. The first jet engines to 
fly in Meteor aircraft were manufactured by 
the Rover Company and a modified design 
of this engine was produced by our engineer- 
ing department which proved successful and 
formed the basis of the present record- 
breaking Rolis-Royce Derwent engine. In 
the opinion of your directors the Solihull 
factory will be one of the finest car body 
and assembly works in the country. 

Last year I said that a good deal would 
depend upon the Government policy with 
regard to motor car manufacture, and that is 
the position today. The continuance of the 
purchase tax on motor cars is definitely 
wrong. It is wrong to restrict unduly car 
manufacturers’ production for the home 
market as this undoubtedly reflects on the 
cost of his production of the car intended 
for the export market. 


THE EXPORT DRIVE 


While we have every intention of support- 
ing the Government drive for exports, we 
should be allowed a free market at home. 
In addition we contend strongly that a very 
large proportion of the cars in use today 
are essential for business purposes and not 
for pleasure. Having won this war, it is 
somewhat disconcerting to be told that this 
country must be content to go without cars. 
The British public will stand a great deal 
but we do not think they will stand that. 

With regard to trading results, our net 
profit amounts to £120,050 and, together 
with transfer and registration fees and 
imterest on investments, makes a total credit 
of £127,038. We have made a further reserve 
in respect of freehold and leasehold proper- 
tes and the balance of profit is £116,152. 
Together with the balance brought in from 
last year we have available £182,287, out of 
which we recommend a dividend of 15 per 
— and a bonus of § per cent., both less 


Addressing the meeting, the chairman said 
t the profits for the year under review 
were better than ever before and he could 
assure shareholders that there was no decline 
whatever in the position of the company. 
The report was adopted. 


MAX STONE, LIMITED 


DIVIDEND INCREASED TO 15 PER 
CENT. 


The tenth annual general meeting of Max 
Stone, Limited, was held, on the 18th instant, 
at the offices of Electric and General Indus- 
trial Trusts, Limited, 8, Cleveland Row, St. 
James’s, London, S.W., Mr Sydney Walton, 
the chairman, presiding. 


The following is the chairman’s statement 
circulated with the report and accounts: 


The profit for the twelve months to the 
end of June, 1945, was £69,706, compared 
with £54,233. The provision for taxation 
at £51,500 is £10,000 higher than in the 
year previous. Over the last four years allo- 
cations have deen made for deferred repairs 
to properties. The total fund, including 
£2,200 reserved in the present accounts, is 
£10,000. 

Agreement has been reached with the 
Inland Revenue on the measure of liability 
to excess profits tax. Provision made for 
taxation at June 30, 1944, proved to be in 
excess of the need. Reserves released by the 
settlement are being set against the deferred 
liability to income-tax calculated at £18,493 
arising out of the present accounts but not 
due for actual payment until January 1, 1947. 
In the future the profits accruing from activi- 
ties in the period then under review, and 
not those declared in years preceding, will 
be the gauge by which provision for taxation 
will be determined. 


The sum of £5,000 is once more appro- 
priated to augment the general reserve. 
Dividends on the preference shares at the 
rate of 6 per cent. have been paid. It is 
proposed that the rate of dividend on the 
ordinary shares be raised from Io per cent. 
to 1§ per cent., which will allow undistri- 
buted profits of £7,820 to be carried forward 
as against £5,021 on the last occasion. 


TRIBUTE TO MANAGEMENT AND STAFF 


The incidence of the excess profits tax at 
100 per cent. has borne heavily upon the 
company during past yearse The reduction 
to 60 per cent. as from January 1, 1946, will 
afford easement in the current year. The 
strength and soundness of the company’s 
position and resources become increasingly 
apparent. I venture to suggest that the 
year’s results are an expression of the 
thought and care with which the affairs of 
the company are managed, and of the energy 
applied to them. Tribute must be paid to 
the managing director, to the executive as a 
whole, and to all the members of the staff 
both at headquarters and in the many 
branches under the company’s jurisdiction. 


The return of many of their colleagues 
from H.M. Forces is being acclaimed. The 
growing turnover and the manifold duties 
consequent upon the transition from war to 
peace make the increase in personnel par- 
ticularly welcome. The company will be- 
come more completely organised to engage 
in the distribution, whether by outright sale 
or hire-purchase, of electrical appliances, 
ranging from domestic appliances of every 
kind, including refrigerators, fittings for light- 
ing and heating, fires, irons and, of course, 
to radio sets and receivers for television. 
The equipment of thé modern home in 
which household drudgery is diminished and 
leisure and pleasure enhanced is a large and 
pleasant part of the company’s activity. 


The report and accounts were unanimously 
adopted ; the retiring director, Mr G. W. 
Cooper, was re-elected, and the auditors, 
Messrs West Wake Price and Co., were re- 
appointed. 


951 
NEW BROKEN HILL 
CONSOLIDATED, LIMITED 


CAPITAL INCREASE APPROVED 


An extra-ordinary general meeting of New 
Broken Hill Consolidated, Limited, was held 
on the 18th instant, at Winchester House, 
Old Broad Street, London, E.C., to consider 
resolutions increasing the capital from 
£600,000 to £1,250,000 by the creation of 
2,600,000 shares of 5s. each, and authorising 
the conversion of all issued fully paid shares 
into stock. 

In the absence of Mr John R. Govett (the 
chairman), who is en route to Australia, Sir 
Clive Baillieu presided. 

The following is the speech prepared by 
Mr Govett, and taken as read:— 


EARLY HOPES FULFILLED 


The position briefly is that, though the 
war has retarded our programme by roughly 
five years, the work already done proves that 
the great Broken Hill ore-bodies being mined 
with such success by the Zinc Corporation, 
Ltd., definitely continue into our leases. 
This I know in the past has often been taken 
for granted by many of you; indeed, we have 
always been confident of it ourselves, but, 
even so, a big difference lies between hopes 
and realisations, and you will forgive me 
when I state what a feeling of very great 
satisfaction it gives me when I am able to 
say that our early hopes have been fulfilled. 

From the information you have been given 
you will know that the most southern penetra- 
tion of the lodes is over 1,000 feet from our 
northern boundary. 

Based on the production from these same 
lodes in the Zinc Corporation’s property, we 
anticipate producing from this relatively short 
section of your leases around 10 million tons 
of ore. Further we think we are justified’ 
in saying that we see no reason why the 
ore-body should not continue at mineable 
depths for at least a total of 3,000 feet south 
of the boundary between our leases and those 
of the Zinc Corporation. If they do so and 
maintain their present dimensions this area 
should contain a total of 30 million tons. 
These are big figures, and if proved correct 
as time goes on we will have developed a 
great mine. 


PROPOSED PROGRAMME 


The programme we are putting into opera- 
tion calls for a substantial expansion of our 
labour force, which I expect will steadily 
increase to over 500 men. This involves 
considerable housing and surface expenditure. 
Our programme includes a “new main shaft 
group ” on our leases. The present downcast 
circular airway, which is 13 feet 6 inches in 
diameter and concrete lined and is situated 
about 1,000 feet south of our northern boun- 
dary, will be converted into a haulage shaft, 
and equipped with two ten-ton skips. This 
shaft is already 2,600 feet in depth, A service 
shaft, circular, and 20 feet in diameter, Cor= 
crete lined, will be sunk probably 100 feet 
east of the downcast airway. This shaft 
will be equipped with double-deck roo-man 
cage, auxiliary cage, and the usual air and 
water mains, pump and drain columns, elec- 
tric cable and ladderway. It is proposed that 
both these shafts will be carried down to 
3,240 feet in the first stages of our develop- 
ment campaign, with provision for later ex- 
tension to 5,000 feet if necessary. At a later 
stage it is intended that a new circular con- 
crete-lined upcast airway, 20 feet in diameter, 
will be sunk about 2,000 feet south of the 
“new main shaft group.” 

Our financial requirements and details as 
to how we propose to enlarge our capital have 
already been fully detailed to you. In relation 
to the magni of our undertaking they 


are not large, and if as the result of the ex- 
penditure proposed, we are able to devel 
and extract the tonnage of ore anticipated, 
we shall have achieved much. 

The resolutions 
approved. 


were unanimously 
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MALAYAN TIN DREDGING, 
LIMITED 


CLAIM AGAINST GOVERNMENT 


The thirty-fourth annual general meeting of 
this Company was held, on the 14th instant, 
in London, Mr H. A. Hope (chairman of 
the company) presiding. 


The following is an extract from the state- 
ment by the Chairman circulated with the 
report and accounts: There is no ambiguity 
regarding the claim which your directors 
have made through the Malayan Chamber 
of Mines. Apart altogether from such claims 
as we have for the tin ore that may have been 
extracted from our property by the Japanese, 
we state that our plant and machinery were 
either destroyed or damaged by, or on the 
specific orders of both the F.M.S. Govern- 
ment and the military authorities, and we 
submit that the shareholders, who are the 
owners of the property, have a rightful claim 
to compensation for the damage and losses 
sustained. 


In lieu of the Government itself rehabili- 
tating the property we ask for present pay- 
ments on account of such compensation as 
may ultimately be assessed in our favour, in 
order that we may proceed with our own re- 
construction without loss of time. 


A considerable time must elapse before 
we can return to normality and payment of 
regular dividends commensurate with the 
reward you are entitled to expect. I venture 
the opinion, however, that after we have over- 
come our difficulties of reconstruction, 
assuming we get fair and proper treatment 
from the Government, and that we are 
enabled without unnecessary delay to resume 
full or at least adequate production, there is 
no reason why this company should not be 
as prosperous in the future as in the past. 


The report and accounts were adopted. 


The report and accounts were adopted. 


SOUTHERN MALAYAN TIN 
DREDGING, LIMITED 


GOVERNMENT'S LIABILITY 


The nineteenth annual general meeting of 
this company was held, on the 14th instant, 
in London, Mr H_ A. Hope (chairman of 
the company) presiding. 

The following is an extract from the state- 
ment by the chairman circulated with the 
repost and accounts: The reconstruction or 
purchase of any necessary new dredge will 
involve a large additional expenditure beyond 
the original capital required for equipping the 
property. This liability properly rests upon 
the Government because the damage and 
losses sustained were the result of the 
scorched earth policy carried out on the 
orders of the Government and _ military 
authorities 

The Secretary of State for the Colonies 
does not as yet appear to have accepted the 
above obligation, although in 1942 the 
Coalition Government stated that the general 
aim would be to replace property damaged 
or destroyed as far as resources permitted, 
end that if the resources of any part of the 
Colonial Empire are insufficient to enable 
this purpose to be achieved without aid, 
his Majesty’s Government will be ready to 
give what assistance they can in conjunction 
with such common fund or organisation as 
may be established in post-war reconstruction, 

Unless shareholders are to receive adequate 
compensation now to enable the company to 
replace or repair the damage to its property, 
the funds we have conserved in the past for 
expansion of your company’s business by the 
acquisition and development of new land will 
have to be used in relieving the British 
Government of its undoubted responsibility. 

The Government should without delay 
formulate a definite policy regarding the tin 
industry, and should discuss it fully with the 
leaders of the industry. 


THE ECONOMIST, Decemoer 29, 1945 


PRICES TAILORS, LIMITED 
COMPANY’S WAR RECORD 


The seventeenth annual general meeting of 
Prices Tailors, Limited. was held, on the 17th 
instant, at Leeds. 

Sir Henry Price, chairman and managi 
director, said that the balance-sheet showed 
the company’s financial position to be strong, 
with fixed assets well written down and a 
substantial surplus of net current assets. 

Up to 1938 the company had confined its 
production to civilian clothing, for sale 
through its own depots. When war was de- 
clared their plans for maximuin effort were 
completed, and it was not long before they 
were producing over 60,000 garments of 


Service clothing a week. for Service 
clothing, the total production to date 


amounted to nearly 8} million garments—a@ 
share of the war effort of which they might 
be justly proud. 

During the year civilian demand, in spite 
of coupon control, had been much in excess 
of both their productive capacity apd the 
availability of materials for men’s civilian 
trade. The quality and value of their goods 
had been maintained at a standard to 
them attractive and very much in d 
During the whole war period the selli 
policy of the company had been dir 
towards maintaining the good will of more 
than a million customers. 

Now that the war was over the company 
had an equally important part to play in 
the transitional period. In looking beyond 
the transitional period into the future the 
directors had visualised an expanding businesg 
and had planned a development both in the 
direction of increased production and the 
highest standard of quality. A new factory 
had been built at West Hartlepool, and pro- 
duction commenced about a month ago. 
Factory sites had also been secured at 
Sunderland and South Wales. The directors 
were looking into the future with confidence. 

The report was adopted. 
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P.inted in Great Britain by ST. CLEMENTS PRESS, LTD., Portugal St., Kingsway, 
at Brettenham House, Lancaster Place, Strand, London, W.C.2. U.S. Representative: 


THE CHARTERED BANK OF INDIA 
AUSTRALIA AND CHINA 


(Incorporated by Royal Charter 1853) 


CAPITAL (PAID UP) - £3,000,000 
RESERVE FUND - = - 83,000,000 . 


Branches and Agencies throughout INDIA and the EAST 
AFFILIATED BANK IN INDIA 
THE ALLAHABAD BANK LTD., with 15 Branches and Sub-Agencies 


The Bank offers a complete Banking Service and provides exceptional 
facilities for financing every description of trade with the East. 
Deposits for Fixed Periods or repayable at call or at short notice 
are received at rates which may be ascertained on application. 
The Bank also undertakes Trusteeships and Executorships. 


Head Office: 38, BISHOPSGATE, LONDON, E.C.2 


West End Branoh: 
28, CHARLES Ii STREET, HAYMARKET, S.W.1 
Manchester Branch: $2, MOSLEY STREET 
New York Agency: 65, BROADWAY, NEW YORK CITY 


NATIONAL BANK OF INDIA LIMITED 


Bankers to the Government in Kenya Colony and Uganda. 
Head Office: 26 BISHOPSGATE, LONDON, E.C.2. 


BRANCHES: 
Madras 
Mandalay 
Nuwara 
Eliya 
Raugoon 
Cawnpore Karachi Tuticorin 
Chittagong Lahore Zanzibar 
Dar-es-salaam Mwanza Tanga ... 


SUBSCRIBED CAPITAL... ... 
PAID-UP CAPITAL eee --» £2,000,000 
RESERVE FUND .... .«.- +.» £2,200,000 


The Bank conducts every description of Eastern Banking business. 
Trusteeships and Executorships also undertaken. 


Aden and 
Aden Point 
Amritsar 
Bombay 
Calcutta 


Cochin 

(8. India) 
Colombo 
Delhi 
Kandy 


Mombasa Colony 
Nairobi British 
Nakuru E.A. 
Entebbe 
Jinja 
Kampala 


Kisumu Kenya 


| Uganda 


ove ee eo Tanganyika Territory 


£4,000,000 


rae cae tirst-class contacts in the Low Countries shortly leaving 


for the Continent, would undertake market research for additional 
Write in confidence.—Box 152, The Economist, 








THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


CAPITAL ISSUED AND FULLY PAID UP. $20,000,000 
RESERVE FUNDS STERLING - - «= -« £7,125,000 
RESERVE LIABILITY OF MEMBERS - - $20,000,000 


Head Office (temporarily), 
®, GRACECHURCH STREET, LONDON, €E.C.3. 


Chief Manager: A. Morse, C.B.E. 


BRANCHES AND AGENCIES THROUGHOUT INDIA AND 
THE FAR EAST, Ete. 


HONGKONG & SHANGHAI BANK (TRUSTEE) LIMITED, 
9, Gracechurch Street, E.C.3, a company incorporated in England and 
an affiliate of The Hongkong and Shanghai Banking Corporation, is 
prepared to act as Executor and Trustee in approved cases. 


Full particulars may be had on application. 


COMMONWEALTH BANK OF AUSTRALIA 


Guaranteed by the Branches and Agencies 
Australian Government. throughout Australia. 
Banking and Exchange Business of every description transacted. Bankers 
to the Government of the Commonwealth of Australia, the Government 
of the State of Queensland, the Government of the State of South 
Australia, the Government of the State of Western Australia, the Govern- 
ment of the State of Tasmania, Commonweaith Savings Bank of Australia, 
3,946 Agencies at Post Offices in Australia, 
As at 30th June, 1945--General Bank Balances’... ee 
Savings Bank Balances ... 
Note Issue Department ... “i 
Rural Credits Department ows ere 
Mortgage Bank Department ... 
Other Items ... eso ove 


ee £451,005,525 
367,559,340 
195,097,356 

2,508,625 
° 1,752,888 
eo» 24,311,911 


£1,042,325,508 


——— 
A. H, LEWIS, Manager. 
London Office: 8, OLD JEWRY, E.C.2. 


Also at AUSTRALIA HOUSE, STRAND, W.C. 





Chief Office: OXFORD STREET, MANCHESTER, |! 


ANNUAL INCOME EXCEEDS - £15,000,000 
ASSETS EXCEED - - . - - €88,000,000 
CLAIMS VAID EXCEED . - e  £164,000,000 


(1944 Accounts) 
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ondon, W.C.2. 
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